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Abstract

The tremendous significance of small and medium-sized businesses for the German economy is in-
disputable. This is why the long-term preservation of small and medium-sized businesses is regarded
as a key topic for the German economy. In particular, the securing of company succession is a major
challenge for many of these companies. Company succession can be described as a process of trans-
ferring management and ownership. Consequently, whether the company was previously owned
and/or managed by a family or within another proprietary structure is insignificant.

This dissertation focuses on trying to answer the research question “What are the problematic areas,
resulting risks and solution mechanisms in the process of company succession when the asymmetry
in information is considered within the scope of the principal-agent theory?”, from which it derives
two main objectives:

= Identification of the problematic areas and resulting risks.
= Determination of the solutions and specific recommendations.

The process of company succession is fundamentally depicted in the St. Gallen succession model.
Its essential phases are preparation, execution and follow-up work. Due to the particular signifi-
cance of asymmetries in information during the succession process, the principal-agent theory has
been used as the theoretical foundation in this dissertation. This widespread basic theory is applied
in various company-relevant areas such as human resources management or contract management.
The principal-agent theory served to identify issues in the course of the research work. These issues
may relate to the succession process from the perspective of the transferring party, as well as that
of the acquiring party. The issues and problem areas are identified in methodological steps that
build upon each other. The first step involves an analysis of the relevant literature, followed by the
iterative collection of data in each case as a part of the different qualitative data collection methods.

The findings in the dissertation support the conclusion that the fundamental phases proposed by the
St. Gallen succession model are suited as a basic structure in a company transfer. Nonetheless, the
possible solutions in the principal-agent theory appear to be appropriate as support for the succession
process. In addition, it is possible to identify other process-supporting measures, which can be con-
sidered from the perspective of the transferring party and the acquiring party. In a consolidated form,
these measures result in a model of company succession.

The dissertation concludes in accordance with its intention in generating specifically formulated
hypotheses, which are based on the principal-agent theory, considering the perspectives of the trans-
ferring party and the acquiring party and also including other significant supportive aspects in the
transfer process.

Key words: SME, company succession, principal-agent theory, St. Gallen succession model






Souhrn

Obrovsky vyznam malych a stfednich podniki pro némeckou ekonomiku je nesporny. Proto je také
dlouhodoba ochrana malych a stfednich podnikli povazovana za kli¢ové téma pro némeckou
ekonomiku. Zejména zajisténi ndslednictvi v podnicich je velkou vyzvou pro mnohé z nich.
Naéstupnictvi v podniku lze popsat jako proces pievodu fizeni a vlastnictvi. Proto je také skuteénost,
zda byl podnik v minulosti vlastnén a/nebo fizen rodinou nebo v rdmci jiné majetkové struktury,

zanedbatelna.

Tato disertatni prace se zaméfuje na hledani odpovédi na vyzkumnou otazku ,Jaké jsou problem-
atické oblasti, vysledna rizika a mechanismy FeSeni v procesu nastupnictvi v podniku, p¥i zohlednéni

asymetrie informaci v rdmci teorie zastoupeni?“, z niz odvozuje své dva hlavni cile:

= Identifikace problémovych oblasti a vyslednych rizik.

= Navrh feSeni a specifickych doporuéeni.

Proces nastupnictvi v podniku je od zédkladu popsan v naslednickém modelu St. Gallen. Jeho zé-
kladni faze jsou piiprava, realizace a zpétna vazba. Vzhledem ke zvldstnimu vyznamu asymetrii v
informacich v pribéhu procesu naslednictvi, je jako teoreticky zaklad této prace pouzita teorie
zastoupeni. Tato rozsifend zakladni teorie je aplikovana v riiznych firemné-diilezitych oblastech,
jako je Fizeni lidskych zdrojti nebo Fizeni smluv. Teorie zastoupeni slouzila k identifikaci problémt
vpribéhu vyzkumné price. Tyto otizky se mohou tykat procesu naslednictvi z pohledu
prevadéjici strany, stejné jako strany nabyvajici. Tyto otazky a problémové oblasti jsou uvedeny v
metodickych krocich, které na sebe navazuji. Prvni krok zahrnuje analyzu p¥islusné literatury
nasledovanou iteraénim shromazdovanim idajti v rimci riiznych kvalitativnich metod sbéru dat.

Vysledky vyzkumu provedeného v rdmci zpracovavani disertace podporuji zavér, ze zékladni faze
navrzené v naslednickém modelu St. Gallen jsou vhodné jako zakladni struktura pievodu podniku.
Nicméné mozna Feenti v teorii zastoupeni se zdaji byt vhodna jako podpora pro proces nastupnictvi.
Kromé toho je mozné identifikovat dalsi vhodna opatieni podporujici proces ptevodu, ktera 1ze rov-
néz posoudit z pohledu prevadéjici strany a nabyvatele. V konsolidované formé vyustila tato
opatteni v model naslednictvi ve firmé.

Disertacni prace je v souladu s plivodnim planem zakoncena formulaci specifickych hypotéz, které
jsou zaloZeny na teorii zastoupeni, berou v vahu pohled prevadéjici strany a nabyvajici strany, a
zahrnuji také dal3i vyznamné podptirné aspekty v procesu pievodu.

Kli¢ova slova: MSP, naslednictvi, teorie zastoupenti, naslednicky model St. Gallen.
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1 Introduction

1.1 Starting point and problem

The business landscape in Germany is very diverse. In addition to large corporations,
there are especially small and medium-sized companies that are typically referred to as
SMEs. Small and medium-sized enterprises or companies are largely characterised by
their small staff and low annual sales revenue. In Germany, small and medium-sized en-
terprises assume a place of great economic importance. Besides their contribution to
overall economic output, they play a prominent role especially due to their dominant
share of the private economy and their relevance for vocational training. Consequently,
it is not surprising that statements or headlines such as “Germany’s strength is the
strength of our SMEs™ or “SMEs considered backbone of the German economy”2 are ac-

cepted by the public and frequently appear in the headlines.

Due to the strong significance of SMEs for the economy and employees, the long-term
survival of small and medium-sized enterprises is a central issue. This is due in particular
to the fact that the majority of SMEs are run by their owners and often involve family
companies (Familienunternehmen). In simple terms, family companies are characterised by
the combination of ownership and management. A central characteristic of German
small and medium-sized enterprises is therefore the heavy concentration of ownership

in the company.

Securing the company succession is a major challenge for many SMEs. A study by the
Center for European Economic Research (ZEW)+ and the IfM Bonn (Institute for SME Re-

search)s analysed company succession in SMEs in general and family companies in par-

' Gabriel (2015), p. 1.

> Wirtschaftswoche (2015), article of 16 April 2015.

3 Cf. Hilpisch (2005), p. 96.

4 The Center for European Economic Research (ZEW) is a non-profit economic research institute [...]. It was
formed in 1990 at the initiative of the Baden-Wuerttemberg state government, the economy in the state and the
University of Mannheim and started its work in April 1991. Since then, the Center for European Economic Re-
search has established itself as one of the leading German economic research institutes with a very solid European
reputation. Source: www.zew.de.

5 The IfM Bonn (Institute for SME Research) was formed, at the initiative of Ludwig Erhard, by the Federal Republic
of Germany and by the state of North Rhine-Westphalia as a foundation under private law. The job of the IfM
Bonn is to research the situation, development and problems in SMEs, make the research results accessible to the
public and use its work to contribute to fulfilment of the tasks in the area of its founder. Source: www.ifm-
bonn.org.
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ticular from 2002-2008, showed that family-internal successors had the least profes-
sional experience in the industry, management positions and running a company relative
to all successors who were considered. This leads to the conclusion that the requirements
in terms of professional qualifications and experience are lower for family-internal suc-
cessors than for external successors.® The study also reveals that after taking over the
company, a large percentage of the successors made organisational changes and also al-
tered external business relationships. After taking over a company, a higher percentage
than average also pursued process innovations.” Comparing an internal and external as-
sumption of a company basically demonstrated that companies with an external succes-
sor had higher growth and higher returns on sales than other successor-run companies,
which also includes companies with internal succession. External successors tend to take
over companies that appear less profitable than family companies. However, the former
generally have a larger potential for development, which the external successors can take

advantage of.8

Company succession is essentially a complex topic. Company succession can be de-
scribed as the “transfer of ownership in a company and the associated management pow-
ers independently of whether the ownership of the affected company is in the hands of a
family or other economic subjects — such as a legal entity or individual natural people

dependent upon each other.”

While previous definitions understood company succession to be solely the succession
in family companies, Hering and Olbrich adopt a broader understanding of company
succession with their definition. Company succession goes through a process that con-
sists of the decision phase, matching phase (search phase), transfer phase and withdrawal
phase.to In literature and in the practice, a few phase models have been developed and are

addressed in greater detail in section 3.1.

As the preceding explanations show, family-internal and family-external succession
means that there are different options for succession. Another alternative is also the lig-

uidation or discontinuation of the company.

A characteristic feature of family-internal succession is that the shareholding ratios

as well as management tasks stay within the family, which typically means that the

6 Cf.ZEW/IfM (2009/2010), p. 8.
7 Cf.ibid.

8 Cf.ibid, p. 9.

9 Hering/Olbrich (2003), p. 4.

1o Cf.IfM Bonn (2009), p. 2.
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children take over the entrepreneurial position from their parents. However, a lack
of interest in taking over the family company and a lack of qualifications often prevent
family-internal succession from occurring. Then a family-external succession is taken

into consideration. Family-external succession can occur in three different ways:

1. The company continues to be owned by the family: e. g., external management, ren-
ting or leasing

2. Transfer to a foundation

3. Salere. g, toastrategic investor, financial investor, management buy-out or manage-

ment buy-in.2

Above all, company succession is a central issue and also frequently a main problem in

small and medium-sized companies.

1.2 Relevance of small and medium-sized companies

Since the focus of this dissertation is on small and medium-sized companies, they must
be defined more precisely. The literature does not provide a uniform definition of the
term SME or small and medium-sized enterprise or company. In order to still be able to
define it, the two or three main characteristics of annual sales, size of the company and
its total assets are often used. One of the most popular definitions is the system employed
by the IfM Bonn and the EU Commission, which are described below:

| Ko revenue in EUR N EUK

| _ Institut Bonn (IfM) _

| Small <10 <1m ' - -
. . European Commission

Figure 1: SME criteria according to the IfM Bonn and EU Commission

Source: Senn (2013), p. 9.

n - Cf. Ciesielski (2007), p. 17.
2 Cf. Liiders (2008), p. 3.
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The IfM Bonn considers the number of employees and annual sales to be critical quanti-
tative criteria for differentiating between small, medium-sized and large companies. The
EU Commission also considers the quantitative criterion of total assets and fundamen-
tally distinguishes between very small, small and medium-sized companies. The EU
Commission also takes the independence of SMEs into account as an additional charac-
teristic. This means that no other company may hold more than 25% of the capital or the
voting rights in the company. Furthermore, the company may not hold more than 25%

of one or more companies.’

Quantitative criteria alone are usually not sufficient to correctly define a SME in an ob-

jective way, which is why consideration must be given to qualitative characteristics.

Qualitative characteristics of SMEs may include “personal” company management by the
owner, limitation to a narrow product or service spectrum, individualised offers and per-
sonal network structures.’s These characteristics will be addressed in greater detail in the

following section.

Above all, German small and medium-sized companies are characterised by a heavy con-
centration of ownership in the company; in many cases, the handling of the company’s
management is also in the hands of the owner or partner.'6 The IfM Bonn describes com-
panies in which the ownership and management are combined as family companies.
Companies in which the owner does not hold a significant share of the capital or the con-
trol rights cannot be defined as a family company.” The combination of ownership, lia-
bility, decision-making, risk and management in one person results in a linking of private
and professional risk for the owner.”® This concentration of functions makes the entre-
preneur the central person in the SME, influencing its values and therefore representing
the defining figure.” This is associated with the fact that the entrepreneur has an influence
on the important decisions in the company,2e which typically exhibit an intuitive char-

acter.! The close intertwining of entrepreneur and company frequently has the conse-

5 Cf. Senn (2013), p. 8.

1 Cf.Kluth (2011), p. 6.

5 Cf. Fueglistaller et al. (2013), p. 92 f. Other characteristics are flat hierarchies and short communication and
decision-making processes.

16 Cf. Hilpisch (2005), p. 96.

v Cf. Haunschild/Wolter (2010), p.3.

8 Cf.Kluth (2011), p. 6.

9 Cf. Bergmann/ Crespo (2009), p. 10.

20 Cf. ibid.

2 Cf. Meyer (2011), S. 94.



1.2 Relevance of small and medium-sized companies 21

quence that the entrepreneur’s departure is difficult and a replacement of the SME’s man-
agement cannot be achieved in the same way as in a major corporation. 22 The heavy con-
centration of ownership is also clear in a consideration of the SME’s legal form. Many
small and medium-sized companies operate as an individual business (Einzelunternechmen),
civil-law partnership (Gesellschaft biirgerlichen Rechts || GbR), limited liability company (Ge-
sellschaft mit beschrinkter Haftung || GmbH), limited partnership (Kommanditgesellschaft || KG)
or limited partnership with the general partner as a limited liability company (GmbH &
Co. KG).»

Furthermore, SMEs usually have an easily understandable range of services. By limiting
themselves to a narrow range of products or services, SMEs may be able to focus on their
core competencies but this concentration comes with heavy dependency on one mar-
ket.24

Individualised products and services let SMEs react flexibly to customer wishes and
changes in market conditions, which gives them an advantage over big companies that
tend to produce a large quantity of standardised products.>s A less formalised organisa-
tion supports the flexibility of SMEs.26 However, the limited resources of the entrepre-
neur make it challenging to adapt the company’s internal capacities to changes in the or-

der situation.””

A characteristic feature of SMEs continues to be the personally defined contacts with cus-
tomers and suppliers, whereby the entrepreneur also has a major influence on purchas-

ing and sales relationships and the relationship with competitors.2

Small and medium-sized enterprises are of particular significance for the economy.
Within this context, the German Federal Ministry for Economic Affairs and Energy
speaks of SMEs as the “motor of the German economy.”? The importance of SMEs can

also be seen in the following figures:

= 99.6% of all German companies are SMEs (this was roughly 3.65 million companies

in 2012).

2

Cf. Fueglistaller et al. (2013), p. 92.

» Cf. Hilpisch (2005), p. 96.

2+ Cf. Fueglistaller et al. (2013), p. 92.

» Cf.ibid, p. 93.

26 Cf. Bergmann/ Crespo (2009), p. 11.

> Cf.ibid.

8 Cf. Fueglistaller et al. (2013), p. 93.

29 Cf. German Federal Ministry for Economic Affairs and Energy (2014), p. 1.
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= German SMEs contribute over 56% to the entire economic output and accounted for
roughly 36% of all sales by German companies (this was €2.1 billion in 2011).

= Small and medium-sized enterprises employed 16.8 million people in 2014, which
corresponds to 62.3% of the entire labour force required to contribute to social secu-
rity.

= Sales abroad by small and medium-sized companies have been growing annually and

were €199 billion in 2012.3°

It should be emphasised that 84% of all trainees worked in companies with less than
500 employees at the end of 2012.3

Due to their economic importance, German SMEs are also supported by political policy.
This especially applies in regard to topics such as investments in research and develop-
ment, demand for skilled labour, the need for financing, start-ups and company succes-

sion plans.:2

o Cf.ibid, p. 3 ff.
3 Cf.IfM Bonn, www.ifm-bonn.org.
32 Cf. German Federal Ministry for Economic Affairs and Energy (2014), p. 4.
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Figure 2: Statistical data on SMEs (2004-2012)

Source: IfM Bonn (no year), p. 1.

The above table provides an overview of the number of SMEs, their sales revenue and the

number of employees subject to social insurance contributions in Germany from 2004

to 2012, as well as estimates of the number of companies in 2013 and 2014. For example,

it shows that all of the companies in total generated sales revenues of €6,069.39 billion in
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2012, of which €2,149.29 billion or 35.3% was generated by SMEs. This sales revenue was
generated by a total of 3,649,051 SMEs.

On the other hand, SMEs also have numerous problems and must repeatedly face new
challenges that arise due to their particular characteristics. The most important chal-
lenges for SMEs include financing and succession. Since medium-sized companies tend
to have a low equity ratio, it is often difficult for them to raise outside capital —a situation
that is due in particular to changes in legislation. The securing of company succession is

also considered to be an important topic for SMEs.33

1.3 Importance and challenges of succession in
Germany

Above all, company succession becomes a challenge because ownership and manage-
ment are combined at medium-sized companies. Entrepreneurs must make decisions on
the long-term continuation of the company, as well as their own provisions for old age
and securing the needs of the family.34 Succession arrangements at an early stage are also
important. One of the most common reasons for a transfer is the departure of the entre-
preneur due to age (about 86%), death (about 10%) or illness (about 4%).35 But a frequent
situation in the practice is that the majority of entrepreneurs do not prepare for succes-
sion in advance, even though they are aware that regulating succession is important.3¢
The successful implementation of company succession frequently becomes more diffi-
cult as a result. However, successful company succession has a major influence on the
long-term continuity of the company and is associated with other issues such as the se-

curing of jobs and trainee positions.’”

From the entrepreneur’s point of view, i. e. that of the transferring owner, the main prob-

lems in succession are frequently identified as:

not prepared in advance

purchase price too high

= owner cannot let go for emotional reasons

Cf.ibid, p. 3.

4 Cf. Liiders (2008), p. 3.
35 Cf.1fM Bonn (2014).

36 Cf.IfUWS (no year), p. 7.
7 Cf.ibid, p. 8.

wow
w
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= no suitable successor

= delay of sale in order to increase pension plan.s8

Typical problems from a potential new owner’s perspective are often identified as fi-

nancial difficulties, underestimated requirements or even insufficient qualifications.?

Prior to giving consideration to company succession, certain questions must asked and
answered in order to successfully plan for the company succession. Frey identifies the

following categories among others:

= what should be transferred? (ownership, management/leadership and/or assets)
= to whom should this be transferred? (e. g. family buy-out, management buy-out,
management buy-in or foundation)

= time of transfer (e. g. complete transfer at one point or in multiple stages).+°

As already mentioned, there are three major alternatives in company succession: fam-
ily-internal succession, family-external succession and discontinuation/liquidation.
Family-internal succession is usually the best solution.# In this form of arranging suc-
cession, it is possible to identify the entrepreneur’s specific family and personal objec-

tives:

= financial securing of the entrepreneur and his or her family (maximisation of income,
optimisation of tax payments and entitlement payments to departing generation)
= retention of family influence (family’s capital investment in the company and coop-

eration of the entrepreneur after departure).4

In addition, there are also economic and emotional goals such as the securing of the
company’s continuity. The latter includes the securing of liquidity, the realising of prof-
its and maintaining the profit potential. The emotional goals include the continuation
of the company’s philosophy, the retention of jobs and the survival of the company’s

name.+3

However, these divergent goals in succession give rise to conflicts between goals, i. e. not

all of the goals can be achieved equally. An example for this is the goal of compensation

38 Cf.ibid, p. 11.

3 Cf.ibid.

40 Cf. Frey (2014), p. 15.

4 Cf. Liders (2008), p. 3.
4 Cf. Senn (2013), p. 45.
4 Cf.ibid.



26 1 Introduction

payments to the old entrepreneur’s family for financial security, which can have an ad-
verse impact on liquidity and endanger the goal of securing the company’s continuity.44
Achieving the goal of maintaining the profit potential can be complicated by the search
for an internal successor if the potential successor does not have sufficient qualifications.

In turn, this situation has a major impact on the company’s competitiveness.+s

4 (Cf.ibid.
4 Cf.ibid.
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2 Objective and methodological approach

2.1 Current state of research and objective of this
dissertation

This section of the dissertation will draw on a few selected studies in order to determine
the current state of research and gaps in the research before finally describing the objec-
tives of this paper.

The goal of a study by the IfM Bonn in cooperation with RKW Sachsen GmbH was to
prepare a survey that would give insight into the problems of searching for a suitable
successor in eastern Germany and Saxony in particular.+6 On the one hand, the study in-
volved a comparison of eastern and western Germany that was based on data that had
already been used by the IfM Bonn for another study. However, in order to analyse the
situation in the Free State of Saxony, new data was collected in the form of personal and
telephone interviews.+” Fourteen successors and seven owners of Saxon companies were
surveyed.#8 Furthermore, an expert workshop was held for representatives of various
institutions that support family-external succession processes by offering various ser-
vices.#9 Nine experts participated in the expert workshop and also were asked to answer
a questionnaire.s> Among other things, the report showed that the majority of Saxon suc-
cessors also come from the region. Companies that would like to transfer their business
are encouraged to first search for a successor in the region, especially if the successor
should be a private individual.»* But if an investor or entrepreneur is desired as a succes-

sor, the search should extend to all of Germany.s

The German Chamber of Industry and Commerce (Deutsche Industrie- und Han-
delskammertag) offers a general overview of the current state of succession in Germany
inits 2014 report on company succession. It discusses subjects such as the problem of too

few potential successors, a higher percentage of women as successors, obstacles in suc-

46 Cf.IfM Bonn (2009), p. 4.
4 Cf.ibid.

48 Cf.ibid, p. 6.

49 Cf.ibid, p. 4.

o Cf.ibid, p. 6.

st Cf.ibid, p. 49.

52 Cf.ibid, p. 50.
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cession (including money and inheritance tax) or even the successor’s financial difficul-
ties.s

The gender of the successor was also an object of investigation in recent studies. For ex-
ample, Schlomer-Laufen and Kay studied the determinants that cause the transferring
owner to name his or her son or daughter as successor in cases of family-internal succes-

sion.54

A study by the Nexus Institute for Interdisciplinary Research and Cooperation Manage-
ment (Nexus Institut fiir interdisziplindre Forschung und Kooperationsmanagement
GmbH) and the Institute for Structural Policy and Economic Development (Institut fiir
Strukturpolitik und Wirtschaftsférderung gGmbH) provides an overview of the numer-
ous studies on company succession.ss The studies listed there have the following focal

points:

= general scope of transfer in Germany and Saxony-Anhalt in particular
= reasons for transfer of the company
= theissue of who is included among possible successors of departing entrepreneurs

= typical problems and solutions in company transfers.s¢

Liiders also offers an overview of the current research, although he especially considers
the financing of company succession. He demonstrates the alternatives in financing
within this context and makes a distinction between family-external and family-inter-
nal succession. On this basis of a study by Kerkhoff et al., Liiders shows that bank loans,
equity and subsidies are among the three most frequently used sources of financing.s”
Lack of equity, problems in the sector of the company to be acquired, unexpected cap-
ital requirements and a lack of security were named as the most frequent causes of the

financing problems.s

The selection of literature shows that studies on company succession are very diverse
since many different topics and relationships are discussed. The outlined studies show
that these topics and relationships are related to various aspects, especially the funda-
mental problems that the transferring owner and new owner face in the course of succes-

sion. Financing is also a topic area that has frequently been the focus of research in the

53 Cf. DIHK (2014), p. 7 ff.

s+ Cf. Schlémer-Laufen/Kay (2013), p. 2.
55 Cf. Nexus[ISW (2006), p. 14 ff.

56 Cf.ibid, p.14.

57 Cf. Liiders (2008), p. 58.

58 Cf.ibid, p. 59.
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past, as Liders’ overview demonstrates. In addition, a very diverse range of data collection
methods is used to examine how company succession in certain regions, particularly in
the German states, has changed over a certain period of time and what conclusions
should be drawn from this. In turn, other studies focus either on family-external or fam-

ily-internal succession.

A review of the literature suggests that most studies on company succession do not con-
centrate on the process and individual phases of company succession. Company succes-
sion basically just exists in a few scientific models that tend to focus more on the above-
mentioned subject areas. However, there are also studies that examine the relationship
between the transferring owner and the new owner. These explicitly take into account
the unequal distribution of information between the old owners and the potential suc-
cessors within this context. Such asymmetries in information as described in the princi-
pal-agent theory are depicted in greater detail within the context of company succession
by Wolter.s¢ In his work, Wolter focuses explicitly on asymmetries in information as part
of family-external succession and also shows possible solutions. In order to determine
the forms of pre-contractual and post-contractual asymmetries in information, discus-
sion with experts and case studies were selected as the method for collecting data. In-
cluded in the survey were former owners and successors.¢° Typical pre-contractual asym-
metries in information were identified as uncertainty about the quality of the company’s
value on the side of the acquiring owner and uncertainty about the quality of the succes-
sor from the transferring owner’s point of view.* The study found post-contractual
asymmetries in information to be a hold up due to the successor or a moral hazard due
to the successor.52 Moog et al. specifically examined asymmetries in information with

family-internal company succession.%

This current dissertation was motivated by the fact that there was a limited amount of
information available about whether asymmetries in information also exist in the case of
family-internal succession at the time when this data was collected.5« Moog et al. chose a
qualitative research approach for the collection of data by conducting interviews with

family companies throughout Germany.ts They interviewed both former owners and

59 Cf. Wolter (2010), p. 7 ff.

6o Cf. Wolter (2010), p. 22 ff.

o Cf.ibid, p. 33 ff.

62 Cf.ibid, p. 38 ff.

& Cf.Moog etal. (2009), p. 2 ff.
64 Cf.Moog et al. (2009), p. 8.
6 Cf.ibid, p. 8 f.
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other relevant people within the companies, e. g. the younger generation of the owners
as potential successors and the employees.t¢ The data was evaluated by analysing the con-

tent in order to gain an overview of the important statements and their frequency.67

Due to the particular significance of asymmetries in information within the scope of
company succession, the principal-agent theory will be considered in this dissertation.
This is a widespread basic theory that is applied in various company-relevant areas such
as human resources management or contract management. An examination of the pre-

ceding descriptions reveals the following gaps in research:

Academic void
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Figure 3: Derived gaps in research¢8

Source: Author's chart.
Consequently, the following research question is the basis of this dissertation:

What are the problematic areas, resulting risks and solution mechanisms in the process
of company succession when the asymmetry in information is considered within the

scope of the principal-agent theory?

66 Cf.ibid, p. 9.

& Cf.ibid, p.19.

6 Acronyms in the chart: PAT = Principal-agent theory, SME = Small and medium-sized enterprises, SM = Succes-
sion management, SGSM = St. Gallen successor management.
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The following objectives can be derived from this question:

= O Identification of the problematic areas and resulting risks

= O, Determination of the solutions and specific recommendations®?

Above all, the motivation for this dissertation is the fact that research on company suc-
cession in SMEs has largely lacked procedural and comprehensive consideration up to

now.

For example, Halter focuses on the succession process in his work and concentrates on
the transferring owner, shedding light on the emotions in the succession process.”o Miil-
ler studies the phenomena of conflict that can arise between actors in the succession pro-
cess in his work.”" As a contrast, Wiedmann'’s research work primarily concentrates on
the causes that trigger crises in companies and how they endanger or influence the pro-

cess of company succession.”>

There are many research papers that increasingly address the subject of company succes-
sion in SMEs. The areas of company valuation, company financing and taxes assume a
position of central importance. As a contrast, the procedural approach is repeatedly
adopted by Halter, Miiller and Wiedmann but not within the context of asymmetry in

information and independent of the family-internal and family-external succession.

2.2 Methodological approach

There are numerous methods for obtaining data in literature and the practice, so the first

challenge of this dissertation was to select a suitable approach.

The collection of data serves to select and record information.”s Depending on the survey
method, the data is produced in various ways and must later be evaluated.”# The medium

chosen for the recording can have a significant influence on the quality of the data.”s

% In this dissertation, the terms recommendation for action, design recommendations, alternatives for action, etc.
are used as synonyms.

7o Cf. Halter (2009), p. 1 ff.

7 Cf. Miiller (2008), p. 3.

72 Cf. Wiedmann (2002), p. 6.

73 Cf. Schirmer (2013), p. 72.

74 Cf.ibid, p. 71.

75 Cf.ibid, p. 72.
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Figure 4: Overview of method for collecting data
Source: Kaya (2009), p. 50.

First of all, a basic differentiation between primary research and secondary research is
required.”s Whereas data material is collected by the author for the purpose of his or her
own study in the case of primary research, material used from secondary research was

already collected for an earlier study.””

The difference between qualitative and quantitative research methods continues to be es-
pecially important. Qualitative and quantitative research methods differ in terms of
which type of data material is used, the research methods and the object of the investiga-

tion, etc.”8

Quantitative research “records the variability of a characteristic by means of a defined
categorisation of numeric values. The quantity of all the measurements of the character-
istic in a study is described as the data.”79 In the course of quantitative approaches, it is

necessary to rely on standardised collection methods. To evaluate the calculated data,

76 Cf. Erichson/Hammann (2011), p. 430.
7 Cf. Hiittner/Heuer (2004), p. 76 f.

8 Cf. Bortz/Déring (2006), p. 596.

9 Albers et al. (2009), p. 7.

(N
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typical statistical methods are used.8° As a rule, quantitative approaches are more suited

for examining larger sample quantities. This is frequently due to the fact that quantitative

data can be processed better.8!

Since the quantitative research approach has exhibited some deficiencies according to

Lamnek, he advocates a qualitative research approach that is largely defined by the fol-

lowing principles:

Openness: In contrast to quantitative research in which solely hypotheses are exam-
ined, qualitative research involves methods in which hypotheses are formulated; the
development of hypotheses is only completed at the end of the examination period.s2
Research as communication: There is communication between the researcher and
the person who is being studied, whereby the influence of this interaction is not to
be understood as a disruptive factor but rather as a constitutive part of this disserta-
tion.%3

Process character of research and subject matter: In the qualitative research approach,
both the object of investigation and the research itself is considered as a process; the
involvement of the researcher is understood as a constitutive part of the research pro-
cess.8+

Explication: According to the principle of explication, it is necessary to outline rules
that will facilitate an interpretation of the collected data such as responses from inter-
views.8s

Flexibility: Flexible survey methods facilitate an adjustment to the specific character-
istics of an object of investigation.8¢

Reflexivity of subject matter and analysis: A requirement for the reflexivity of the re-
search methods is the researcher’s reflected attitude and adaptability of the applied

investigative instruments.%”

Qualitative research “records the variability of the characteristics of the object of exam-

ination by verbal description based on carefully selected individual cases.”8 Qualitative

8o
81
8

83
84
8
8

& &

87
88

Cf. Schoneck/Voss (2013), p. 28.
Cf. Albers et al. (2009), p. 7.

Cf. Lamnek (2010), p. 19 f.
Cf.ibid, p. 20 f.

Cf.ibid, p. 21f.

Cf.ibid, p. 23.

Cf.ibid, p. 23 f.

Cf.ibid, p. 22.

Albers et al. (2009), p. 6.
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survey methods are usually processes in which data is obtained by means of open in-
terviews, i. e. the information comes from a personal conversation between the re-

searcher and the person who is being studied.s¢

In this dissertation, explicitly primary data was collected by means of a survey to answer
the research question. Based on figure 4, it is possible to see that there are various forms
of surveying that can be qualitative or quantitative in nature. While the standardised writ-
ten survey, the standardised oral survey and the on-line survey are among the quantita-
tive survey methods, the in-depth interviews and focus group fall under qualitative sur-
vey methods. Two different qualitative methods are applied here: the focus group and the

interview?9°.

An interview is generally defined as a conversation “in which the roles are usually di-
vided asymmetrically by convention, with the researcher asking the questions and the
participants in the study answering them. The interview is intended to provide infor-
mation.” There are various forms of an interview that differ in terms of the following
criteria: degree of standardisation, number of surveyed people and number of people
studied.o?

In this dissertation, the semi-structured interview was employed as the qualitative

method for collecting data.s

“The semi-structured interview is a partially-standardised interview. This means that the
sequence of questions is adjusted to the course of the conversation, and the questions are
formulated on the basis of the terminology of the participants. The structure is solely a

starting point for the course of the conversation.”94

Due to its partial standardisation, the semi-structured interview represents a combina-

tion of systematics and flexibility.

The central tasks of the semi-structured interview require the advance development of a
guide. This guide consists of openly formulated questions and helps with orientation. It

is not necessary for the interview to be conducted rigidly according to the previously set

8

&

Cf. Schoneck/Voss (2013), p. 28.

90 The current research plan used two consecutive series of interviews. Cf. statements on this topic in Chapter 4.
ot Hussy et al. (2010), p. 215.

Cf. ibid, p. 216.

Cf. Mayer (2013), p. 37.

9+ Hussy et al. (2010), p. 216.

9

9
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sequence. Instead, the interviewer can freely decide when a subject should be addressed

in more depth before continuing to the next question.ss
The semi-structured interview consists of three types of questions:

1. Introductory questions: These questions are aimed at getting to know the people par-
ticipating in the interview and becoming accustomed to the interview situation.

2. Structured questions: These questions make up the core of the interview and are
specified in bullet points.

3. Ad-hoc questions: In contrast to the preceding types of questions, ad-hoc questions
are not planned. Instead, they arise spontaneously over the course of the interview

and should help, with going into greater depth on a certain topic, for example.o6

A focus group is understood as a moderated and focused group discussion that is ac-
companied by a moderator. The discussion should lead to an intensive exchange on the
selected topic. The participants should discuss their experiences, ideas and observations

in relation to a topic.o”

A guide was developed for the collection of the focus group’s data that forms the basis of
this dissertation. This guide was subject to a pre-test in order to ensure that the partici-
pants in the focus group could understand the questions, the guide could be implemented

and the questions answered within a certain period of time.

The focus group in this dissertation consisted of six test persons. In addition to the mod-
erator, the group included three entrepreneurs, two bank managers and another person
who is aresearcher. After completing the work with the focus group, the results were sent
to all of the participants for approval. After final approval by all of the test persons, two
expert interview series were held with the goal of verifying the results from the focus

group and discussing the relevance of the compiled points.

The data obtained in the focus group forms the basis for the subsequently conducted
semi-structured expert interviews. The qualitative analysis of content based on Mayring
is applied to evaluate the interviews. The qualitative analysis of content represents evalu-

ation technology and therefore helps with the analysis of data and interpretation of long

5 Cf. Mayer (2013), p. 37.
9 Cf. Hussy et al. (2010), p. 216 f.
97 Cf. Flick et al. (2009), p. 372 f.
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texts.?8 The qualitative analysis of content is only used after the data has already been col-
lected. If the qualitative analysis of content should be applied as evaluation technology,
this means that the given studies are always dependent on material that was recorded
with specific collection methods and must be classified under a specific research design.?

The qualitative analysis of content can be defined as follows:

The qualitative analysis of content “represents a method of evaluating fixed communica-
tion (e. g. texts), involves a systematic, rule- and theory-derived approach with a set of
categories and measures quality criteria. The qualitative element consists of the category
development and the content-analytical systematisation of the assignment of categories

to text components —steps that are usually skipped in a qualitative analysis of content.”o°

Depending on this dissertation, various technologies can be used in the qualitative anal-
ysis of content; for example, the summary (text is reduced successively to its core state-
ments), explication (unclear parts of text are explained through step-by-step analysis of
the text context), content structure (text is analysed on the basis of a pre-set subject list),
etc.ot The summary analysis of content, which is broken down into the steps of para-

phrasing, generalisation and reduction, is very widespread.ro

The methodological approach in this dissertation consists of the following summarised

steps:

98 Cf. Mayring/Brunner (2007), p. 671.
99 Cf. ibid.

100 Tbid, p. 673.

11 Cf. ibid.

102 Cf. Mayring (2010), p. 606.
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Figure 5: Fundamental research approach

Source: Author's chart.

2.3 Structure of dissertation

In order to pursue the objectives outlined in chapter 2.1, this dissertation is divided into a

theoretical and a practical part with each containing various chapters.

Chapters 1and 2 have an introductory character and include important aspects such as a
description of the starting point, the objective of this dissertation and the methodological

approach.

The third chapter addresses the theoretical basis required for the underlying research pro-
ject. This includes the definition of the term company succession and a detailed descrip-
tion of the selected succession models that are widespread in literature and the practice.

Therefore,

= the St. Gallen succession model based on Halter and Schroder
= the company succession model based on Kary/Dittmers

= the company succession model based on Viehl

= the Witten model

= the Wiesbaden model

= the five-year and seven-year model
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will be described in greater detail. The description of the various succession models
helps with the identification and selection of the model that is suited for the research

project.

Since this dissertation is built on the asymmetry in information that exists in the princi-
pal-agent theory, this theory is discussed in greater detail in section 3.2. The focus of the
principal-agent theory is the relationship between the acting subject, the agent and the
principal, who is influenced by the action of the agent. The main characteristic of the
principal-agent theory is the asymmetry in information, i. e. the information is distrib-
uted unequally and done so for the benefit of the agent. For the principal, obtaining addi-

tional information about the agent is typically connected with costs.103

Due to its complexity, the principal-agent theory is explained in more detail. Therefore,
it is not only necessary to provide a general description of the contractual relationship
between the principal and agent with hidden characteristics, hidden action and hidden
information, but also to address the various forms of the asymmetry in information and
show how these can be prevented. Furthermore, the kinds of risk in the form of moral
hazard, adverse selection and hold-up must be described as they arise from various forms

of asymmetry in information.

In chapter 4, the practical part of this dissertation begins in the form of an empirical study.
It starts with a description of the underlying research design and a deeper examination of
the qualitative research approach, the quality criteria of qualitative research and the sam-
pling strategy. A qualitative research approach with Mayring’s analysis of content forms
the basis of this dissertation. As described above, the qualitative analysis of content by
Mayring is a highly rule-governed and systematic approach in which the individual steps
in the analysis are systematised and verifiable through specific procedural models. o4 Par-
aphrasing, generalisation and reduction are major parts of the qualitative analysis of con-
tent.’s Then the content analysis will demonstrate results that are well-structured and

condensed in terms of content.

The data is collected by means of the focus group and subsequent interviews. The interim
results of the focus group are shown in the form of an overview for the categories relevant
to the survey (clusters). These are assigned to the categories of company personality, con-

duct-willingness-action, strategic aspects and financing-relevant aspects. The remaining

193 Cf. Liiders (2008), p. 29.
104 Cf.Roll (2003), p. 125.
105 Cf. Kuckartz (2010), p. 94.



2.3 Structure of dissertation 39

sections of chapter 4 will focus on the individual expert interviews by evaluating and in-

terpreting the calculated data in a qualitative content analysis.

The subject of chapter 5 is a description of the recommendations for action and hypoth-

eses.
Chapter 6 is a critical discussion of the essential findings in this dissertation.

In the concluding chapter, the results obtained in this dissertation are summarised. Fur-
thermore, possible weaknesses in the research project are also discussed and specific op-

tions for improvements outlined.
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3 Theoretical foundation

The following sections introduce models that are broadly applied in theory and the prac-
tice on the one hand; on the other hand, they are important for the research project in
this dissertation. The models are initially described in neutral terms before they are dis-
cussed in chapter 3.1.8 from the perspective of the principal-agent theory that represents

the second essential theoretical pillar.

3.1 Models of company succession
3.1.1 Definition and types of company succession

There is no uniform definition of the term company succession in the literature. Liiders
understands company succession to be a process “in which the management power is
transferred, simultaneously and parallel to the transfer of ownership, from one genera-
tion in the company to the next (...). In addition, it is usually assumed that company suc-
cession involves a family company, which is supported by the fact that ownership and
management are combined in the hands of a single person in these companies and must
be passed on — whether it is family-internally or family-externally — at a certain time for

reasons of age.”06

Olbrich defines succession as the “subsumption of all processes in which the ownership
of a company or part of a company and the connected management power are relin-
quished by an economic subject independently of whether or not this transfer takes place

between family members.”7

Even if no uniform definition can be found, the prevailing general understanding is that
company succession represents a process that goes through multiple phases. o8 This pro-
cedural understanding of company succession has become very widespread since the

breakdown into individual process components allows for a successful change of genera-

106 Liiders (2008), p. 8.
107 Olbrich (2014), p. 232.
108 Cf. Halter/Schréder (2010), p. 128.
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tions in companies.’*? Furthermore, this perspective can ultimately be transferred to all

forms of company succession.n°

In the practice, there are various forms of company succession models; for example, sale
over a stock exchange, foundations, equity investment companies and sale strategies for
third parties such as management buy-out (MBO), management buy-in (MBI) or owner
buy-out. Succession can also take place within the family. The family buy-in (FBI) is the
most traditional form of company transfer, whereby a difference must be made between
three major variations of succession within the family: the company transfer as an antic-
ipated case of inherited succession, the purchase of the company or the transfer of the
company in return for a pension, instalment payments or recurring services." Succes-
sion models can also be categorised by different focal points. For example, if emotional
aspects are primarily taken into account, the individual takes precedence in the planning
of succession. If aspects in terms of marriage law, inheritance law, tax law and economics
are taken into account, the focus is equally on the individual and the company. These
include models with an emphasis on inheritance law, others with an emphasis on taxes
and further models with an emphasis on company valuation. However, a strong consid-
eration of financial and social aspects shifts the company’s focus to succession plan-
ning.”s In reference to the objective of this dissertation, models that illuminate the entire

transfer succession process are particularly relevant.

At SMEs, the organisational and legal structures are also especially significant irrespective

of the selected succession model. 4

3.1.2 St. Gallen succession model based on
Halter/Schroder

The phase model of company succession developed by Halter and Schroder will be de-
scribed first. As shown in the following figure, Halter and Schroder differentiate between

a succession process in the narrower sense and one in the broader sense. The dotted lines

109 Cf. Schmeisser et al. (2007), p. 10.

o Inaddition to the procedural consideration, there are causal-analytical, functional and institutional perspectives.
Cf. e. g. Stephan (2002), p. 11 f.

m - Cf. Schmeisser/Grothe (2003), p. 6.

n2 Cf. IHK Berlin (2013), p. 14.

- Cf. Frey (2014), p. 11.

n4 Cf. Schmeisser/Grothe (2003), p. 6.
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should reflect permeability, i. e. that the individual phases can also be handled parallel to

each other and must not necessarily follow each other.s

Preparation
Search for
successor
Training of
successor

Implementation

of successor

Follow-up of
succession

Company succession in the narrow sense

Company succession in the broader sense

Figure 6: St. Gallen succession model based on Halter/Schréder
Source: Halter/Schréder (2010), p. 129.

Company succession in the narrower sense includes the steps of preparing the succes-
sion, searching for a successor, training the successor and implementing the succession.
Company succession in the broader sense also includes the phase of past history and the
follow-up phase at the conclusion.

The focus of the first phase described as the past history is addressing the self-image of
the family company. Within this context, it is necessary to explain which traditions, sto-
ries and routines have defined the company and may have a major influence on the deci-

sion-making processes."6

The preparatory phase is also described by Halter and Schroder as the initiation phase.
This phase begins the moment that the succession is actively pursued by the transferring
party. This is the case when the transferring party realises that it is necessary to address
the subject of succession. It is important to create a collective set of values, i. e. to deter-

mine the goals, ideas and expectations of the people involved in the succession process."”

The search for a suitable successor means that a family-internal or family-external suc-
cessor must be found. In regard to the family-internal successor, it is necessary to clarify
whether there are family members who are willing to run the company in the future on
the one hand and have the required skills to do so on the other hand. These are the re-

quirements for planning family-internal succession. Family-external succession can take

s Cf. Halter/Schroder (2010), p. 128.
u6 Cf.ibid, p.129.
w7 Cf.ibid, p.129 f.
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place in various forms such as a sale, [PO, management buy-out or management buy-

in.u8

Above all, the successor’s training phase is especially relevant in the case of family-inter-
nal succession. On the one hand, the successor must be accepted by the employees and
develop his or her areas of expertise. On the other hand, the transferring party must
slowly withdraw from the business and allow the successor leeway in action and deci-
sion-making, as well as competencies. The period of joint management should be
planned in the greatest possible detail and precise rules for collaboration should be estab-
lished. The person handing over the company must gradually withdraw from the com-

pany’s affairs during this phase.no

The last phase of the succession process in the narrower sense involves the operational
implementation of the succession. This includes the financial, legal and tax transactions
involved in the transfer. Furthermore, the conclusively completed transfer must be com-
municated to the company’s employees and other stakeholders. The goal is to provide

the individual stakeholders with a sense of security as quickly as possible.1z0

The last phase of the succession process in the broader sense consists of the follow-up
work. The follow-up phase leads to changes in the daily routines of the person handing
over the company. The successor faces the challenge of finding a balance between what
was previously achieved by his or her predecessor and the introduction of certain

changes within the company.:»

The St. Gallen succession model provides a description of an idealised succession process
with an integrated character since all of the phases are taken into account: from the prep-
aration of the succession to the work following the succession. Furthermore, it includes
emotional aspects with respect to the successor and the transferring owner, as well as
individual stakeholders and interactions in the training phase. As a result, each phase of

company succession is given comprehensive consideration in this model.

u8 Cf. ibid, p. 130.
no Cf. ibid.
10 Cf.ibid, p. 131.
= Cf. ibid.
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3.1.3 Company succession model based on
Kary/Dittmers

The focus of the succession model by Kary and Dittmers is the company valuation and

financing of the company.

Preparation phase

Implementation phase

Overhauling phase

Analysis of company's
economic framework data
and budgets

Inclusion of external
advisers:

= Auditor

= Tax adviser

= Lawyers

Preparation of a sales
prospectus
(with "publication”)

“Eliminating weak points"

Preparation of candidate
criteria catalogue

Initial talks with family
members, followed by
(possible) external search for
candidate

Confidentiality agreement
Completion of due diligence/

Contractual negotiations with
proof of financing

Setting up agreed (financial)
benefits

Internal and external
communication of succession

Collective transition phase
“Training of successor”

(Org. / Strateg.) reorientation
of the company

Completion of the transition:

= Move to "boss's room”

= Advisory board and
advising

Figure 7: Succession model based on Kary/Dittmers
Source: Kary/Dittmers (2010), p. 159.

The figure shows that the succession process by Kary and Dittmers is broken down into

three phases. In the preparatory phase, the current financial statements, planned balance

sheets and income statements for the next three years are examined. An external adviser

is usually hired, e. g. an auditor or a tax consultant, in this phase. Lawyers can also be

helpful, e. g. with regard to questions on company law or industry-related legal con-

cerns.”22 The central tasks of the consultant include determining the type of transfer (e. g.,

fee-based or free), liability questions under civil law, questions with regard to inheritance

law and questions on the departing entrepreneur’s pension plan, tax optimisation of the

transfer, preparation of the company that will be transferred in an organisational, strate-

gic, operational, technical and financial regard and the valuation of the company.123

122 Cf. Kary/Dittmers (2010), p. 156.

3 Cf. ibid.
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After completion of the preparatory phase, the implementation phase begins primarily
by searching for a suitable successor. This person is initially sought among family mem-
bers. If no individual can be found, it is necessary to search for an external alternative.
This process should also be supported by an external consultant, according to Kary and
Dittmers.’2+ The selection of a potential successor should take place on the basis of the
previously set and weighted criteria. This means that it is necessary to determine in ad-
vance the criteria that are particularly important and must be met by the successor, as
well as what is less important. If a successor has been found, it is necessary to start con-
tract negotiations. Since the potential successor gains insight into all of the company doc-
uments, evidence of its financing in advance must be presented in advance. Furthermore,

the successor must sign a declaration of confidentiality and a letter of intent.'s

After signing the contract and settling the contractually agreed-upon financial payments,
the successfully concluded transfer must be communicated to the banks, customers, em-
ployees and other business partners. In order to avoid rumours and speculation among
these groups in the first few weeks after the transfer, it is essential for the company to
have a comprehensive information policy.126 The transition phase can basically occur in
two steps. The first step of the joint transition phase involves ensuring that the departing
entrepreneur and the successor discuss the next steps so that the new owner benefits
from the old entrepreneur’s experience. The second phase, which is described as the final
transfer of the company, is reached when any necessary strategic or organisational reor-
ientation has been completed. The departing owner frequently assumes the role of an

adviser or advisory board member.127

The phase model according to Kary/Dittmers concentrates on a rational and smooth han-
dling of succession. The focus is on minimising the likelihood of erroneous decisions and
avoiding risks for both the involved parties and the company. The key importance of ad-

visers and contracts emphasises the risk-averse character of this model.

24 Cf.ibid, p.157.
15 Cf. ibid.
26 Cf. ibid, p.158.
27 Cf. ibid.
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3.1.4 Company succession model based on Viehl

The focus of the succession model by Viehl is the change of generations in family com-
panies and therefore succession within the family. Due to the great complexity of a trans-
fer, which requires much time and intensive preparation, the planning of the transfer
should begin at a very early point in time.28 The following figure shows the different

phases of the succession process according to Viehl.

Analysis-/Goal

determination Conception Implementation
Initial spark: _ | phase: _| phase: _ | phase: _ | New start:
PN LY, AN T W i bl o kot Keviche PARIAL MR L N ST RPN AR ML,
| | | | | [proces” " |

Figure 8: Succession model based on Viehl
Source: Viehl (2003), p. 140.

The course of the transfer would still focus on the predecessor, usually in the person of a
senior, during the first and second phase as an ideal arrangement. In the phase described
as the initial spark, the main concern is that the senior must recognise the importance of
the succession rules. In the practice, a frequent observation is that this recognition fails
to materialise on the part of many family company owners. Provided that the senior ad-
dresses the succession rule and the importance of the change in generations, the analysis
and objective-defining phase follows. On the one hand, this requires an extensive audit
of the company from a business and legal point of view, e. g. in the form of a strength-
weakness analysis or calculation of the company’s market value. On the other hand, an
analysis of the senior’s private assets and pension plan must be conducted. Furthermore,
the economic and personal objectives of the participating family and children must be

identified in this second phase.’29

The focal point of the concentration phase is to find a suitable model for succession, . g.,
family succession, external management or sale of the company. Most seniors tend to
favour the first option. However, it is important to consider the general succession ambi-
tions of the son or daughter and the individual’s abilities within this context. If external
management or the sale of the company is chosen, a separation of ownership and man-

agement occurs.13°

28 Cf. Viehl (2003), p. 9.
129 Cf.ibid, p. 141.
1o Cf. ibid.
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In the fourth phase, the previously made decisions and plans are implemented in the
practice. If the model of family succession was chosen, the implementation phase should
be divided into the additional steps of preparing the successor and the successor’s as-
sumption of the position. The preparatory phase must be understood as the training pe-
riod for the successor. In addition to a university degree programme, it also includes gain-
ing experience outside of the family business. The starting position of the successor also
depends on his or her professional experience. The actual change can take place in mul-
tiple stages, i. e. the senior can gradually transfer competencies and responsibilities to the
junior.3 The last phase represents the new beginning with the successor. In the case of
family-internal succession, it is important that the predecessor withdraw from the busi-
ness and solely assume responsibilities on the advisory board. The successor must now

implement his or her own ideas, goals and plans in the company.12

Viehl’s model deals intensively with the prospects and roles of seniors and juniors in the
succession process phases with a change of generations at family companies. The longer
time horizon for the process and comprehensive consideration of how to prepare suc-

cession in light of personal matters are equally important.

3.1.5 Witten phase model for succession

In contrast to many succession models, the Witten phase model does not view succession
as a transfer decision made at a certain time. Instead, it is an ongoing process of reflection
within the family.133 Based on this fundamental mind-set, the following five phases are
differentiated in the Witten model.

Training for Indecision in Selection of Transfer of iet-r?:e?satl—lon
succession succession successor responsibility ke I;h e

Figure 9: Witten phase model for succession

Source: Groth et al. (2012), p. 101.

The first phase, training for succession, begins in the potential successor’s childhood
and extends from birth to 15 years. The focus of this phase is the issue of how to best
introduce the potential successor to the company. This involves determining how in-

trinsic motivation and interest in the subject can be stimulated within the individual at

Bt Cf. ibid.
52 Cf.ibid, p. 142.
133 Cf. Groth et al. (2012), p. 100.
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such an age. Consequently, the parents’ approach to raising their child and theories
about everyday life are especially relevant. Within this context, it is critical that their
role as an entrepreneur family is conveyed to the younger generation as naturally as
possible. The importance of the business should be conveyed to the younger generation
at quite an early point in time, but without already urging succession in the early phases

of life.34

The second phase is characterised by doubts about the succession and lasts roughly from
the potential successor’s youth to young adulthood (15-30). During this phase, it is critical
that a reasonable balance is achieved between autonomy and external determination
since the initial professional orientation occurs here. Above all, the issue of whether the
potential successor actually has the abilities to run a family company that has been suc-
cessfully managed for multiple decades will preoccupy the transferring owner in this
phase. Both the parents and the children should get an idea as to whether joining the fam-
ily company is the right professional path or whether an alternative must be found by

testing this early on, e. g. by working at the company during holidays.13s

The third phase, described as the “selection of the successor”, takes place between the ages
of 20 and 40. During this phase, the decision for a successor is made in a complex objec-
tive, social and temporal selection process. It is important to set the fundamental require-
ments for the successor and the selection process at an early stage. Advisory boards or

external decision-makers should also be included here.36

The phase of transferring responsibility involves the successors early to middle years, and
in some case also the later adult years. In the course of changing generations, the com-
pany’s continuation and survival is important on the one hand; on the other hand, the
relationships between the new management and all of the involved parties are also criti-
cal for the company. The successor’s path is also significant. For example, extremes such
as extensive renovations or regression can become evident when the successor is uncer-
tain about his or her management ability. In order to avoid extremes, the transfer of re-
sponsibility should be arranged as a process, i. e. prior to the transfer. For example, the
successor generation should undertake projects independently or handle certain issues
where the successor receives no more than advice from the departing executives and

other managers in the company.s7

34 Cf. ibid.

35 Cf. ibid.

3¢ Cf.ibid, p.100f.
37 Cf.ibid, p.101.
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The Witten succession model ends with reorientation in the post-active phase, which is
usually when the senior is over the age of 60. During this phase, the senior is no longer
active in the company’s operating business but frequently works on the advisory board
or assumes an advisory role. However, the decision-makers are the successors who have

the option of accepting advice.38

The Witten phase model for succession focuses on raising the successor as a future man-
ager. Both educational and psychological aspects are applied in this model, which places

succession in an interdisciplinary context.

3.1.6 Wiesbaden model

The Wiesbaden model is considered the most important model with a tax focus. Above
all, the Wiesbaden model is important to avoid the tax construct of a company split in

the new arrangements for the company.’s9

From a tax point of view, a company is basically also a single entity in terms of civil law.
However, the situation is different when a company is split since this involves dividing a
single company into two companies: in specific terms, this is an operating company and
an ownership company (Besitzunternehmen). The operating company reflects the actual ac-
tivity of the company. By contrast, the ownership company provides the assets, e. g., the
machinery for production or properties.4¢ The goal of the company split is to take ad-
vantage of various legal forms, i. e. the company must not be run uniformly as a corpo-
ration or a partnership but can instead adopt both legal forms.# For example, it is ac-
cordingly possible that the asset ownership or the ownership company adopts the legal
form of a partnership and the commercial activity — which means the operating com-
pany — adopts the legal form of a corporation.#2 The split offers advantages under civil

law, e. g. in terms of limiting liability.+s

However, splitting a company results in the operating and ownership company being

viewed as one entity for tax purposes. So both companies are subject to the business tax,

58 Cf. ibid.

o Cf. Landsittel (2006), p. 383.

© Cf. Fehrenbacher|Tavakoli (2007), p. 183.
Cf. Dinkelbach (2012), p.182.

4 Cf. Niehus/Wilke (2013), p. 346.

4 Cf. Landsittel (2006), p. 384.

s Efog
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even if the ownership company is not defined by commercial operations.+4 “Assets to
which different legal entities are entitled under civil law are assigned to one single legal

entity for income tax purposes.”s

A splitting of the company occurs when intertwining exists in terms of material and per-
sonnel. If the ownership company provides the operating company with at least one eco-
nomic asset for use and this asset represents a significant basis for the operations, the
companies are viewed as materially intertwined. An economic asset is deemed to be a
significant economic basis if it is required to achieve the actual business purpose of the
operating company. The economic asset can be provided either for a fee (rental or lease
agreement) or for free (loan agreement). Properties and machinery, as well as intangible
assets such as patents or the customer base, are typically included as economic assets that

the ownership company transfers to the operating company.4¢

The companies are intertwined on the level of the personnel when one individual or a
group of people stand between the ownership company and the operating company, and
this person or group has a uniform will to act. A uniform business will to act is defined as
“when the person or the group of people that actual controls the ownership company

can also impose their will on the operating company.”+

With regard to company succession, the Wiesbaden model stipulates that the senior is
responsible for control of the ownership company, while the successor runs the operat-
ing company.48 Accordingly, neither the senior nor the successor are jointly invested in
either of the two companies.’+¢ This means that the intertwining of personnel and prem-
ises for a splitting of the business have not been fulfilled. A split of the business occurs in
an economic sense, but not for tax purposes.’s° In the Wiesbaden model, the owner of the
ownership company generates income from renting and leasing, and is therefore not sub-

ject to the business tax.'s!

The form of company succession according to the Wiesbaden model solely considers the
tax issue in the new constellations after the transfer and therefore only one aspect of the

many-layered process. Due to its partial perspective of the process, it is meaningful to use

44 Cf. Fehrenbacher/Tavakoli (2007), p. 184.
145 Ibid, p.183.

146 Cf. Dinkelbach (2012), p. 18s.

w7 Ibid.

148 Cf. Wesel (2010), p. 200.

Cf. Schneeloch (2009), p. 467.

150 Cf. Rupp (2013), p. 84.

st Cf. Arens (2013), p. 167.
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this model as a supplement for another model and under the assumption that a company

split into an ownership and an operating company is being considered.

3.1.7 The 5-year model and 7-year model

In the planning of company succession, the inheritance tax must especially be taken into
account at family companies. The reform of the German inheritance tax law in 20095
gave rise to new alternatives for those who inherit companies. Attention should be fo-
cused on the relief provisions (Verschonungsregelungen) for company assets within this con-
text. In this case, relief (Verschonung) means that inheritors of companies can lay claim to

preferential treatment in some circumstances.

Two option models for company asset relief

Basic model (ordinary relief) Alternative model (optional relief)
85 per cent of the company assets remain 100 per cent of company assets remain
untaxed as relief deduction. untaxed:

15 per cent are taxed immediately as taxable
company assets, additional allowance for
companies with up to € 1 million in company
assets: € 150,000 (deduction allowance)

Requirements: Requirements:

1. 5-year retention period 1. 7-year retention period

2. Cumulative wages and salaries at least 2. Cumulative wages and salaries at least
400 per cent of the starting total wages 700 per cent of the starting total wages
and salaries and salaries

3. Administrative assets maximum of 50 3. Administrative assets maximum of 10
per cent per cent

Figure 10: Option models for company asset relief
Source: Lindmayer/Dietz (2014), p. 341.

The figure shows that there are two models for company asset relief, the 5-year model
and the alternative model, which is also referred to as the 7-year model. The basic model
designates that 15% of the operating assets are classified as non-productive administrative
assets, which is why a tax must be paid directly on this portion of the company assets.

The remaining 85% of the company assets are classified as productive and therefore not

152 Cf. Kaminski/Strunk (2012), p. 95.
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subject to the inheritance tax.’ss However, one requirement for the company to be re-
lieved of the inheritance tax is that it will be run for another five years (formerly seven
years) and the total wages and salaries paid will amount to at least 400% of the total wages
and salaries at the time of inheritance.’s+ But the relief provision does not apply to asset
management companies, i. e. companies where “at least 50% of the business assets consist
of economic assets serving asset management.”ss The highest amount with administra-
tive assets is 50%. Companies with business assets of up to €1 million can also enforce an

additional tax-free allowance, the deduction amount (Abzugsbetrag) of €150,000.

The alternative model allows the possibility of complete relief from the inheritance tax.
However, this relief is tied to the condition that the company will continue for seven years
(formerly ten years).’s¢ The cumulative wages and salaries paid for these seven years may
not fall below 700%. The administrative assets contained in the company assets may not
exceed 10%.157 Since 2009, the conditions with regard to total wages and salaries only ap-

ply to companies with more than 20 employees.'s8

Like the Wiesbaden model, the above-described models also focus solely on the tax issue
in company succession and are therefore relevant for company heirs so that they can op-
timise the financing. Consequently, they must be considered as a supplement to more

comprehensive models.

3.1.8 Conclusion: Evaluation of succession models in
terms of this dissertation’s objective

The above-described models are fundamentally considered to be the most important in
the area of company succession. The succession model by Halter and Schroder is the best
to use as the basis for the empirical study in this dissertation due to a number of reasons

described in the following section.

The first is that the procedural approach, particularly in regard to the research question,
is suited for this study because it involves identifying problematic areas, the associated

risks and solution mechanisms explicitly in the process of company succession. It also

153 Cf. Haufe Kompass (2010), p. 13.
154 Cf. WIFU (20m), p. 22.

155 Haufe Kompass (2010), p. 14.

156 Cf. ibid.

17 Cf. Lindmayer/Dietz (2014), p. 341.
158 Cf. Haufe Kompass (2010), p. 14.
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considers the asymmetry in information within the framework of the principal-agent
theory. Three other models have been described in the form of the succession model by
Kary and Dittmers, the succession model by Viehl and the Witten phase model on suc-
cession. Each of them shows company succession as a process, but the integrated ap-
proach in the St. Gallen succession model offers the most comprehensive view. The Wies-
baden model, the 5-year model and 7-year model with a focus on taxes as described in

this chapter do not meet the requirements for answering the research question.

Due to its particular relevance for the findings later in this dissertation, the St. Gallen suc-

cession model as an integrated approach will be described in more detail.
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Company succession in the broader sense

Level of the company and the stakeholders
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Figure 11: St. Gallen succession model as an integrating approach

Source: Halter/Schréder (2010), p. 137.

The figure shows the three core components of the St. Gallen succession model. One core
component, the general succession process in the narrower and broader sense, has al-

ready been described and will therefore not be addressed again here. The family company
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and the central basic questions in company succession represent two other key compo-

nents.

The family company represents the context of company succession. It is necessary to dif-
ferentiate between four levels of analysis that are relevant in addressing company succes-
sion: the intrapersonal level, the interpersonal level, the organisational level and the level
of the company and stakeholders.s9 The intrapersonal level — which is also the level of
the individual — deals with the nature and role of the company founder, the (potential)
successor, the woman as entrepreneur and the spouse of the entrepreneur or external
manager. The focus here is on personal values, expectations, characteristics, personality
structure, competencies and skills, as well as health, which can be described as individual
resources. The interpersonal level includes the individual and personal relationship be-
tween the transferring party and the acquiring party, among the family members and be-
tween family members and non-family members or relationships with people outside of

the company.i6°

The organisational level addresses the identification of resources in family companies,
whereby the family and the company are understood as subsystems. Accordingly, this
raises the question of how the connection between the two subsystems can be used in a
positive way.1* The focal point on the societal level is the social and economic signifi-
cance of family companies. A key task of the entrepreneur is to combine the subsystems
of family and company with each other. On this level, the focus is on not only the econ-
omy but also the various stakeholders such as banks, suppliers, customers or employ-

ees.102

The five main basic questions concern the self-image of the family company, provisions
and security, stability and fitness of the company, legal framework and taxes, valuation
and financing, which are summarised in the topic of company succession. The self-image
and identity of the company are classified on the normative level. The family company’s
general goals, the family’s goals and the company’s principles, standards and rules are
relevant within this context. Aspects such as a company constitution, company culture,

basic assumptions, artefacts and standards and values are relevant on the normative level.

159 Cf. Halter/Schréder (2010), p. 136.
160 Cf. ibid, p. 50.

100 Cf.ibid, p. 51.

162 Cf.ibid, p. 51 f.



56 3 Theoretical foundation

In particular, the company culture is significant since this is defined by the values, stand-

ards and social traditions of the members and/or family of a company.163

The strategic level addresses the subject of the family company’s strategic positioning for
the next three to five years. A strategic programme should help to anchor the values for-
mulated in normative terms. Strategic planning should ensure that the resources in the
company are used in an optimal manner.'54 Furthermore, the organisational structures

and management system must be taken into consideration on the strategic level.165

In contrast to the strategic level, the operating level addresses the short-term plans, which
can range from a few months to a maximum of one year. The activities on this level usu-
ally have a direct connection to the sale process and handling of the company succession.
In terms of content, the activities refer to the search and introduction of a suitable suc-

cessor or implementation of the ownership succession and management succession.166

This dissertation does not consider the topics of company valuation or taxes and law.
Although these two areas may be important for this dissertation, they are disregarded for
the following reasons: On the one hand, the practical benefit from this research is max-
imised by focusing on areas where gaps in research must be closed. There is already ade-
quate literature on the topics of company valuation or taxes and law.1” This can be re-
garded as an indication that further illumination of these areas would not provide any
new findings with additional practical relevance. On the other hand, the above-men-
tioned legal and tax issues in company succession are so diverse in company succession
due to the various forms of MBI, MBO, FBI and FBO that complete the coverage of this
topic would extend far beyond this dissertation’s scope. Furthermore, extensive expert

knowledge is required in both areas so it appears sensible to exclude these topics here.168

In the following section, the focus will be on the succession process since the dynamics

of this process are very important for this dissertation.

16

Cf.ibid, p. 87 f.

Cf. ibid, p. 89.

165 Cf. ibid, p. 90.

166 Cf. ibid, p. o1.

17 Most of the literature on purchasing companies in Germany contains some degree of detailed tax and legal issues
related to company transactions. For example, see Wessing/Schlecht & Partner (2004), Loderer et al. (2005),
Schefezyk (2000), Kraag[Kasperzak (2000), Behringer (1999), Bieler (1996) and Koch/Wegmann (1998), Davidson
(2005) and Ernst/Schneider/Thilen (2006).

Cf. Sewing (1992), p. 5.
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3.2 Principal-agent theory

3.2.1 Definition and characteristics of principal-agent
theory

The principal-agent theory is considered to be one of the fundamental theories in new
institutional economics (NIE)!% and is essentially based on the work of Jensen and Meck-
ling in the 1970s. The principal-agent theory is the theory of selection in regard to a cer-
tain procedure. The objective of this dissertation project is to identify the problematic
areas between people in company succession, which is why the principal-agent theory is

explained in greater detail in the following section.

According to Jensen and Meckling, the agency relationship is defined “as a contract under
which one or more persons (the principal(s)) engage another person (the agent) to per-
form some service on their behalf which involves delegating some decision making au-

thority to the agent.”7°

According to this definition, the agent is obligated to fulfil the tasks assigned to him or
her. For this fulfilment of the tasks, the agent is remunerated by the principal.”2

Consequently, the principal adopts the role of the client and delegates decision-making
authority to the agent who acts as the supplier. The agent must render a desired service

in the interests of the principal.172

The central problem in the principal-agent theory is the asymmetry in information for
the benefit of the agent since the agent can gain advantages in the relationship with the
principal by having the advantage of advanced information.”s The asymmetry in infor-
mation exists when at least one interaction partner has information that the other does

not have.74

In the principal-agent theory, the cooperation between the economic actors is analysed

169 Cf. Senn (2013), p. 22. Author's comment: New institutional economics is based on neoclassical theory and the old
institutionalism, addressing the impact of institutions on individuals. Cf. Hanisch (2008), p. 37 f.

70 Jensen/Meckling (1976), p. 308.

7 Cf. Jost (2001), p. 13.

72 Cf. Buschmann (2006), p. 92.

73 Cf. Schrader (2008), p. 97.

74 Cf. Stock-Homburg (2010), p. 49.
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as a principal-agent relationship.7s The principal-agent theory is characterised by the fol-

lowing features:

= The principal transfers decision-making and execution authority to the agent for the
fulfilment of the tasks

= Theagentis remunerated for his or her work; the resulting amount that remains after
remuneration goes to the principal

= Theagent's work determines the level of the results that should be achieved and there-
fore also determines the welfare of the actors involved in the interaction

= The principal and agent sign an agreement in which the work to be done by the agent

and the amount and form of the remuneration are regulated.76

The principal-agent theory is also defined by the fact that there are conflicts of interest
between the principal and agent. The principal’s main interest is that the agent executes
the duties transferred to him or her to the best extent possible. The principal requires a
high level of effort from the agent and simultaneously attempts to keep the costs for his
or her compensation as low as possible.”7 On the other side, the agent has an interest
in achieving a high level of compensation at the lowest possible labour cost. While the
principal requires a high level of effort from the agent, the agent has an interest in keep-
ing his or her effort as low as possible since higher labour costs are connected with a

higher level of effort due to physical strain, for example.”78

3.2.2 Branches of research in principal-agent theory

In the principal-agent theory, a differentiation is made between two branches of research:
the normative principal-agent approach and the positive principal-agent approach.179

Both approaches will be described in more detail below.

75 Cf. Alparslan (2006), p. 11.

76 Cf. Kah (1994), p. 16 ff.

77 Cf. Rotering[Haber (2010), p. 3.

78 Cf. ibid.

7o Cf. Richter/Furubotn (2003), p. 176.
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3.2.2.1  Normative principal-agent theory

The normative principal-agent theory is a part of microeconomics and examines prob-
lems “in which the individual utility functions of maximisation are subject to additional
conditions.”° This theory is based on the assumption that both parties act to maximise
their individual benefits.’®! In concrete terms, the normative principal-agent approach in-
volves the institutional drafting of a contractual relationship between the principal and
the agent. The normative principal-agent theory mainly makes use of mathematical mod-
els and addresses the design recommendations for solutions to coordinate contractual
relationships. Typically, the focus is on the contract problem as an optimisation problem

for the principal. 182

“In accordance with the goals and risk preferences of the principal and agent, their levels
of information and their expectations regarding exogenous disturbances, solutions that
lead to a pareto-optimal balance are recommended. Such a balance is characterised by
the fact that neither the principal nor the agent can be placed in a better position through

another contract without the other cooperation partner being worse off."83

It is frequently assumed that the principal has a more risk-neutral or less risk-averse
mind-set than the agent. The actors involved in the interaction act rationally and in their
own interests. Due to the existing uncertainty, the principal cannot observe the agent’s
efforts and characteristics so there is an asymmetry in information for the benefit of the

agent.184

3.2.2.2  Positive principal-agent theory

Jensen is considered a critic of the normative principal-agent theory since he claims it
relies too one-sidedly on mathematical optimisation calculations and is therefore too ab-
stract and unrealistic. Consequently, Jensen defends a more descriptive and empirical ap-
proach that is now described in the literature as the positive principal-agent theory.!$5In

contrast to the normative approach, which is based on mathematical and formal models,

80 Tbid.

8t Cf. Roiger (2007), p. 1.

82 Cf. Alparslan (2006), p. 38.

83 Ibid.

84 Cf. Gehrt (2010), p. 30.

185 Cf. Scherm/Pietsch (2007), p. 60.
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the positive principal-agent approach therefore has an empirical orientation.$¢ Conflict-
ing goals and asymmetry in information are assumed in the positive approach. However,
the focus of the studies is not points of view that were derived formally and mathemati-
cally; instead, it is on real agency relationships.’®” Such relationships can be between the
creditors and borrowers, but also between superiors and employees, the supervisory
board and the board of directors, managers and owners within a company.'s¢ However,
another example of a principal-agent relationship can also found in the topic of this dis-
sertation — company succession — since there may be asymmetry in information to the

detriment of the successor.189

In the positive agency theory, the advantageousness of alternative agreements is exam-
ined in light of the agency costs.190 According to Jensen and Meckling, agency costs con-
sist of the principal’s monitoring costs, the signalisation costs of the agent and the resid-
ual loss.!* The residual loss shows the utility losses that the principal incurs through the

performance behaviour of the agent.192

3.2.3 Definition and types of asymmetry in information

It is fundamentally possible to differentiate between three forms of asymmetries in infor-
mation: hidden characteristics, hidden action and hidden information,93 which will be
described in more detail in the following section. The types of asymmetries in infor-
mation are systematised on the basis of the point in time when they occur since asymme-
tries in information can occur before (ex ante), during (ex interim) or after (ex post) the term

of the contract.

%
&

Cf. Richter/Furubotn (2003), p. 176.
Cf. Scherm/Pietsch (2007), p. 60 f.
188 Cf. Picot (1991), p. 150.

89 Cf. Wolter (2008), p. 2.

190 Cf. Alparslan (2006), p. 39.

191 Cf. Jensen/Meckling (1976), p. 308.
192 Cf. Alparslan (2006), p. 39.

193 Cf. Picot (1991), p. 151.
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3.2.3.1 Hidden characteristics

Hidden characteristics describes each form of asymmetry in information where charac-
teristics of the agent that are relevant to the principal are not available. The critical factor
is the point in time when the asymmetry in information occurs. In the case of hidden
characteristics, some significant information is not available to the principal at the time

when the contract is concluded.194

Akerlof's Market for Lemons is considered a classical example of this form of asymmetry
in information. The problem of asymmetry in information was raised by Akerlof at the
beginning of the 1970s in his article “The Market for ‘Lemons’: Quality Uncertainty and
the Market Mechanism.”95 The starting point in the Market for Lemons is the used car
market in the US where good and bad cars (“lemons”) are offered. The sellers of cars have
information about the quality of the cars, i. e. , they know which cars are lemons, while
the buyers do not have any knowledge of this. Due to the fact that the buyer —in contrast
to the seller — does not know the difference, there is an asymmetry in information for the
benefit of the seller. This circumstance causes good cars and lemons to be offered at the

same price. Lemons are most frequently sold so that they displace the good cars.196

t, t, t, t,, t, 3
ol * * * ¥ =
Time
Principal
offers the :
agent the Agent o Exogenous Tfﬁ‘ﬂf i{ Agent
contract decides on Dl disruptive R receives
(characteris- | the offered chcgses variable is completed the agreed
tics can be contract don identified alnd L salary
observed by is known
principal)

Figure 12: The principal-agent relationship with hidden characteristics over time

Source: Alparslan (2006), p. 22.

The preceding graphic shows the principal-agent relationship with hidden characteristics
over time, extending from the offer by the principal at point in time t, to the receipt of
remuneration in ts. The exogenous disturbance variable enters into play after the selec-

tion of the agent at the point in time t;.9” Exogenous disturbance variables are understood

194 Cf. ibid, p. 152.

95 Cf. Akerlof (1970), p. 488 ff.
196 Cf. ibid, p. 489 f.

97 Cf. Alparslan (2006), p. 22.
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as environmental factors such as the economy in the sector or the decisions of other ac-

tors for whom the agent is not solely responsible.198

Hidden characteristics can be reduced or diminished by means of screening, signalling or
self-selection.? In signalling, the agent can demonstrate his or skills to the principal by
providing appropriate evidence.2°¢ The initiative in signalling always comes from the en-
trusted party, which is the agent. By means of certain signals, he or she tries to reduce the
asymmetries in information with respect to the entrusting party, which is the principal.zo!
In this context, the agent will usually provide information that relates to his or her per-
sonal characteristics in order to signal to the principal that he or she is particularly suited
for the fulfilment of the tasks. The sending of suitable information only makes sense for
the agent when the expected benefits of signalling are higher than the costs incurred from

signalling. At the same time, the opposite must apply to an unsuitable agent.2c2

This situation is different with screening. Screening is initiated by the principal, who tries
to receive additional information about the agent. For example, the principal can try to

obtain information about the agent from third parties.203

In the third option for reducing hidden characteristics, which is called self-selection, the
principal offers the agent various contracts. If the agent decides in favour of a certain con-

tract, the principal gains information about his or her hidden characteristics.204

3.2.3.2  Hidden action

If there is asymmetry in information on account of hidden action, this means that the
agent has options for action that are not visible to the principal and where the principal
also cannot draw any conclusions by observing other metrics.2°5 In contrast to hidden
characteristics, hidden action is only visible after the conclusion of the contract, i. e. ex-

post.2o6 A characteristic aspect of this form of asymmetry in information is the problem

198 Cf. ibid, p.18.

199 Cf. Dillerup/Stoi (2013), p. 34.
200 (Cf, ibid.

20t Cf. Neumaier (2010), p. 31.

202 Cf. Paulitschek (2009), p. 34.
203 Cf. Neumaier (2010), p. 31.

204 Cf. Dillerup/Stoi (2013), p. 34.
205 Cf. Krikel (2007), p. 21.

206 Cf. Liiders (2008), p. 34.
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of unverifiability, i. e. the principal does not know whether it involves the consequences
of the agent’s action or a random external event. Furthermore, the principal is often not
capable of determining or verifying the results of the contractual relationship without the
help of the agent. If the principal wants to learn about the opportunistic behaviour of the
agent, this is usually only possible after a cost-intensive check of the contractual re-
sults.27 Hidden action is understood as the action of the agent to dodge the work im-

posed on him or her, which causes damage to the principal.2o8

“The most typical hidden action is the effort of the agent. Effort is a disutility to the agent,
but it has a value to the principal in the sense that it increases the likelihood of a favoura-

ble outcome (...)."209

With respect to hidden action, the course of a principal-agent relationship over time can
be described as follows:
t t L L, t £

1 ] 1 £i] 4 5
8

. . . . 4 . -
i Time
Agent Exogenous
Principal Agent chooses d\'g::f;']:e T:cktfigﬁ Ef Agent
offers the decides on action s || e receives
agent the the offered (cannot be (canniot be o dpres It the agreed
contract contract observed by : b salary
e observed by is known
principal) principal)

Figure 13: Principal-agent relationship in hidden action over time
Source: Alparslan (2006), p. 23.

In contrast to the course of hidden characteristics over time, the agent in t3 decides in
favour of an action that remains unobserved by the principal. The exogenous disturbance
variable that occurs in t;; also cannot be observed by the principal. The execution of the

contract in t, and the subsequent remuneration of the agent in t; ensue from both.

3.2.3.3  Hidden information

Like hidden characteristics, hidden action occurs before the conclusion of the agreement.

In this form of asymmetry in information, the principal and agent are informed about the

207 Cf. ibid, p. 36.
208 Cf. Saam (2002), p. 28.
209 Arrow (1984), p. 3.
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exogenous influential factors to differing degrees. The agent takes his or her action after
receiving new information about the environment; i. e. in contrast to the principal, the
agent has the opportunity to observe certain indicators that allow the agent to draw con-
clusions about the changes. By contrast, the principal is removed from the context of the
action, which is why it is not clear to him or her whether the agent also uses the infor-
mation in the interests of the principal.2© In the following decisions, the principal can be
placed ata disadvantage by the lack of information since the agent not only decides which
information the principal receives and which he or she does not, but may also choose to
pass on false information in order to influence the decision for the agent’s benefit. Hidden
information leads to the fact that the maximum possible total income is not achieved.
Similar to the situation with hidden action, the agent also has certain leeway in actions

with hidden information.>»

The course of a principal-agent relationship with hidden information over time can be
described as follows:
t t t t, t t,

1 2 3 EL] 4
i Time
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Principal Agent dlsrgptwe Takrlng ?{ Agent
: variable Agent action is :
offers the decides on is identified chooses completed [coEe
agent the the offered ; P the agreed
alAk i (cannot be action and result s
observed by is known Y
principal)

Figure 14: Principal-agent relationship in hidden information over time

Source: Alparslan (2006), p. 24.

In this case, the exogenous disturbance variable that cannot be observed by the principal
occurs after the agent decided upon the offered contract, but before he or she chooses a
certain action. However, it is possible for the agent to observe the manifestation of the
exogenous disturbance variable before choosing an action. On the basis of this infor-

mation, the agent chooses an action.>2

20 Cf. Wolff (2000), p. 43.
- Cf.ibid.
22 Cf. Alparslan (2006), p. 24.
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3.2.4 Challenges in principal-agent theory

3.2.4.1 Moral hazard

The moral hazard risk first occurs during the contractual term and therefore after the
contract has been signed.2s Moral hazard is understood as the agent opportunistically
taking advantage of the principal’s information disadvantage in the execution of the
agent’s duties.2# Moral hazard occurs through hidden action or hidden information.2ss
The principal is not in the position to judge the agent’s level of effort. In the case of hidden
action, the principal does not recognise which part of the result is actually due to the
agent’s effort or exogenous influences. But since effort leads to negative utility for the
agent, he or she has an interest in keeping the effort as low as possible. In the case of hid-
den information, the agent has information about the environmental circumstances that
is not available to the principal, which is why the latter does not know whether the agent

will use the information in his or her interest.>6

Three instruments are suited for the avoidance of moral hazard: monitoring, bonding
and various forms of incentive systems.?” Monitoring is intended to limit the agent’s
scope of action.»8 The principal can monitor the agent by using control systems.?9 In
bonding, the agent’s scope of action and opportunistic types of actions are limited by
contractual agreements.22° Both monitoring and bonding are intended to limit the possi-
bilities for opportunistic action by the agent. In contrast, incentive systems aim more at
the cause of the moral hazard by attempting to bring the interests of the principal and the

interests of the agent in line with each other, i. e. conflicts of interest should be avoided.2»

In general, the agent would like to increase his/her prosperity through positive incentives
instead of experiencing negative incentives and instructions.?2 A non-monetary incen-

tive system as a solution is depicted by the reputation.22s Consequently, the agent is also

23 Cf. Ripperger (2003), p. 66.
214 Cf. Paulitschek (2009), p. 37.
25 Cf. Roiger (2007), p. 15.

216 Cf. Ripperger (2003), p. 66.
27 Cf. Kurth (2005), p. 159 ff.
28 Cf. Nolte (2006), p. 43.

29 Cf. Kurth (2005), p. 159.

220 Cf. ibid, p. 160.

21 Cf. ibid, p.162.

22 Cf. Gilroy/Kruse (2011), p. 5.
223 Cf. Deckow (2005), p. 50.
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interested in the satisfaction of the principals since he[she benefits from a good reputa-
tion, e. g. in relation to diligence and care, with future principals.z2¢ So it is in the agent’s
own interest to offer a high level of quality and build a reputation as a result. The hold up
problem can be weakened if the agent is known for his/her fair and obliging behaviour.
In the case of moral hazard, the problem can be reduced when the agent has a good rep-

utation with regard to diligence and care.??s

3.2.4.2  Adverse selection

Adverse selection is considered to be a problem that occurs in the course of hidden char-
acteristics. The principal has the opportunity to react to concealed characteristics by de-
signing the contract so that it suits the agent preferred by the principal. But in this case,
there is the risk for the principal that potential agents who are less qualified will try to
conceal their inferior skills and report that they are suited to handle the task. Agents who
are substantially more qualified will not react to the principal’s offer since it does not ap-
peal for certain reasons such as too little remuneration. The consequence of these non-
observed characteristics of potential agents is that less qualified agents consistently sub-
mit applications in response to the principal’s contractual offer — a problem that is re-

ferred to as adverse selection.226

The focus of the adverse selection in the principal-agent relationships is therefore the
quality uncertainty that arises from the agent’s hidden characteristics and that leads ex
ante —1i. e., before the conclusion of the contract —to an information deficit on the part of
the principal.22” Akerlof’s Market for Lemons can be cited again as an example since the
hidden characteristics of the offered cars can lead to the fact that the inferior cars displace

the good ones.228

The description of signalling, screening and self-selection shows three solutions for pre-
venting hidden characteristics that exist prior to the conclusion of a contract. In addition,
measures can be taken to reduce pre-contractual asymmetries in information, which
contribute to an alignment of interests between the principal and agent. The goal of such

measures (e. g. the awarding of guarantees) must be to at least somewhat harmonise the

224 Cf. Mathissen (2009), p. 40.
225 Cf. ibid.

226 Cf. Paulitschek (2009), p. 33.
227 Cf. Wargitsch (2010), p. 50.

28 Cf. Akerlof (1970), p. 493.
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interests of the two interaction partners. Even if systematic asymmetries in information

continue to exist, the overall agency costs should be reduced by the measures taken.229

3.2.4.3  Hold up

The problem described as hold up arises from the form of asymmetry in information,
which is described as hidden intentions. This is understood as the agent’s hidden inten-
tions, which the principal cannot know prior to the conclusion of the contract. However,
the negative effects of hidden intentions are noticed after the conclusion of the contract
and this only occurs when the principal receives information about the overall conduct
of the agent in the aftermath. Therefore, hidden intentions do not represent a typical form
of asymmetry in information.23° The core problem with hidden intentions is “not being
able to sanction observed opportunism on the part of the contractual partner by taking

suitable legal action.”2s

The risk of a hold-up situation can only occur in connection with investments by the
principal. Specific investments by the principal lead to the principal’s one-sided depend-
ency on the agent, which the agent can take advantage of after the conclusion of the con-
tract and which can cause damage to the principal.z32 The principal sees the agent’s inten-
tions only after the conclusion of the contract and cannot sanction him or her by taking
action. Opportunistic conduct by the agent leads to a hold up here.233 A hold up can be
understood as a risk of exploitation.234 The principal’s prior fear of opportunistic exploi-
tation can prevent cooperation that would be advantageous for both.2s The principal
must search for suitable measures in order to protect himself or herself from unfair con-
duct or find ways to limit the agent’s discretionary leeway in advance.26 An alignment of
interests can fundamentally contribute to preventing opportunistic behaviour by the

agent.?’

229 Cf. Paulitschek (2009), p. 34.
so Cf. ibid, p. 39.

31 Paulitschek (2009), p. 39, f.
22 Cf. Ripperger (2003), p. 67.
Cf. Nolte (2006), p. 44.

34 Cf. Huber et al. (2012), p. 24.
25 Cf. Ripperger (2003), p. 67.
26 Cf. Liiders (2008), p. 36.

237 Cf. Reile (2007), p. 117.
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3.2.5 Conclusion

The principal-agent theory can be applied in various areas of a company, as well as in the
course of company succession. How successors and entrepreneurs adopt the role of prin-

cipal and agent will be described in the following section.

A change of management also entails an asymmetrical distribution of information be-
tween the entrepreneur and the successor.28 Family-external succession is more difficult
in the negotiations between the two parties since the owner cannot observe the successor
nor can the successor observe the entrepreneur over a period of many years. This makes
it necessary to reduce asymmetries in information, particularly with family-external suc-
cession.? Since the entrepreneur has extensive information due to his or her many years
of work in the company, there is asymmetry in information for the benefit of the entre-
preneur in the entrepreneur-successor relationship. As a result, the successor adopts the
role of the less-informed principal and the entrepreneur assumes the role of the better-
informed agent.24° However, in company succession it is necessary to remember that the
exchange of roles between the principal and the agent can only be judged from situation
to situation and is therefore not established for the long term.2#

The existence of a principal-agent relationship between the entrepreneur and the succes-
sor can be proven on the basis of the following explanations. At the beginning of the
relationship, the entrepreneur adopts the role of the agent and the successor assumes the
role of the principal. This means that there is asymmetry in information for the benefit of
the entrepreneur.242 However, there is an exchange of roles once the transfer has taken
place since the successor adopts the role of the agent in this phase and the entrepreneur
assumes the role of the principal. This creates asymmetry in information for the benefit
of the successor. The entrepreneur engages the successor to handle the management of
the company in his or her sense.243 As a result, the case of the entrepreneur and successor

can concretely be called a reciprocal principal-agent relationship.244

Furthermore, a differentiation can be made between pre-contractual (quality uncertainty)

#8 Cf. Ciesielski (2007), p. 27.
29 Cf.IfM Bonn (2009), p.1f.
240 Cf. Ciesielski (2007), p. 27.
241 Cf. Jager (2003), p. 105.

242 Cf. Ciesielski (2007), p. 28.
24 Cf.ibid, p. 29.

244 Cf. ibid.
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and post-contractual (behavioural uncertainty) asymmetries in information over the

course of company succession.24s

When first looking at the initial phase and therefore the case in which the entrepreneur
acts as the agent and the successor as the principal, it becomes apparent that the quality
uncertainty connected with the pre-contractual asymmetry in information is particularly
relevant for determining the purchase price. The willingness to provide information in
addition to the tactical motivation has an influence on the purchase price to be ob-

tained.246

In a company purchase or merger, the seller has an informational advantage over the po-
tential buyer with regard to the quality of the company that is for sale2+” since a family-
external successor can only judge the quality after the conclusion of the contract, i. e. ex
post.248 The sale of a company comes with classic monetary incentive problems that can
lead to the interest on the part of the seller in consciously withholding information.2+ In
turn, this results in the buyer attempting to obtain an uncertainty deduction in the pric-

ing.2s°

To illustrate these circumstances, it is assumed that the quality of the company results
from the cash value of all cash flows that can be generated in the future and that will con-
stantly accrue over a long period of time in the future.2s* The maximum amount that
company’s external successor or potential buyer is willing to pay is the total of the cash
value for all of the cash flows that he or she will be able to achieve over the course of his
or her lifetime. In turn, the entrepreneur will only sell the company if the sales proceeds
correspond to at least the sum of all discounted cash flows that he or she can obtain over
the course of his or her lifetime. However, the family-external successor will only pay the
price that results from the average total of the companies available for purchase on the

market.2s2

Since there is no need for the entrepreneur to sell the company and he or she continues

to work in the company, as well as retaining the cash flow accruing during this time, the

245 Cf. Senn (2013), p. 62.

246 Cf. Ciesielski (2007), p. 27.
247 Cf. Stafflage (2015), p. 126.
243 Cf. Senn (2013), p. 63.

249 Cf. Ciesielski (2007), p. 32.
0 Cf. Stafflage (2015), p. 127.
st Cf. Senn (2013), p. 63.

52 Cf. ibid.
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successor can draw conclusions about the quality of the company. This informs the suc-
cessor that a sale — and especially not a sale that is below the value of the company — is
not necessary. Based on Akerlof's Market for Lemons, only companies that remain for
sale on the market are low quality since good companies will continue to be run.2s3 Ac-
cording to the Market for Lemons, the successor will then be willing to pay an average

price adjusted to the lower average quality.25+

Entrepreneurs of high-quality companies have an interest in providing information to
the potential successor by means of signalling in order to persuade him or her of the com-
pany’s quality. In this context, entrepreneurs can have an independent third party prepare
an expert report or grant a time-limited right that allows the successor the opportunity

to withdraw from the purchase at a later point in time.?ss

However, the commissioning by the better-informed entrepreneur with the transparent
description of the greatest amount of relevant company-specific information2s¢ does not
end with the pre-contractual phase; instead, it extends into the joint transition period,
which the asymmetry in information is basically dependent upon.2s” The supply of infor-
mation that is strongly focused on the previous entrepreneur represents one of the main
obstacles for the successor’'s management responsibility.2s8 However, implicit knowledge
can also lead to asymmetries in information due to the lack of documentation.?so Implicit
information can be articulated, which is why the existence of a joint transition period

must be considered in order to reduce asymmetries in information.26°

However, the role of the successor as agent and that of the transferring party as principal
are especially significant in the course of post-contractual asymmetry in information.
Company succession is accompanied by asymmetrical information since the departing
entrepreneur faces uncertainty about the successor’s conduct, which the entrepreneur is

not familiar with and cannot control.26!

When post-contractual asymmetries in information are considered in this light, it is pos-

253 Cf.ibid, p. 63 f.

254 Cf. ibid, p. 64.

255 Cf. ibid, p. 65.

256 Cf. Ciesielski (2007), p. 27.
257 Cf. ibid, p. 30.

58 Cf. Stephan (2002), p. 59.
259 Cf. Ciesielski (2007), p.29.
200 Cf. ibid, p.29 f.

261 Cf. Stephan (2002), p. 60.
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sible to determine that they only relate to contractual agreements of a non-monetary na-
ture: If the entrepreneur is solely focused on the monetary aspect, there is no risk of post-
contractual asymmetries in information for him or her. This is the case in the event that
a one-time payment of the purchase price occurred and the entrepreneur will not be in-
volved in the company’s equity in the future.262 However, post-contractual asymmetries
in information may be relevant for the entrepreneur if, for example, a purchase in instal-
ments has been negotiated, the transferring entrepreneur continues to hold a stake in the
company’s equity or other goals such as the securing of jobs or continuation of the com-
pany philosophy were agreed upon in addition to the monetary agreements. In this case,
the successor has the possibility to take opportunistically advantage of his or her scope

of action.263

262 Cf. Senn (2013), p. 66.
263 Cf. ibid.
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4 Qualitative research

In order to use the principal-agent theory for improvements in actual company succes-
sion processes, an empirical study is being conducted within the scope of this disserta-
tion. For this purpose, primary data is collected and analysed by employing the qualita-
tive research method. With regard to the research topic described here, this study should
generate practical recommendations for action and hypotheses that can be examined in
future research. After considerations on selection of the research sample, a case group
relevant for this dissertation will be defined and a systematic research design prepared.
For the collection of data, the focus group and the semi-structured guided interview are
used as qualitative collection methods. The interviews are analysed according to the tran-
scription of the interview material. The procedure adopted here is summarising qualita-
tive content analysis according to Mayring in order to analyse the collected data.264 Ac-
cording to the defined steps of abstraction and reduction, a category system will be cre-
ated and interpreted against the background of the theoretical framework presented in
this paper. Chapter 4 also addresses the question of quality assurance in scientific re-
search and justifies the selection of a qualitative approach for the empirical part of the

study.

4.1 Qualitative research approach

According to the basic understanding of qualitative research, the selection of the em-
ployed methods is determined by the research topic and must be appropriate for it. In
order to identify which mechanisms of the principal-agent relationship can be effective
in a real corporate transition between the transferring party and the acquiring party, as
well as how it is possible to influence these mechanisms, requires understanding the en-
tire context of this process. However, this can only be acquired and illustrated in commu-
nication with the participants.26s In order to do justice to this subject matter, the choice
was made to use a qualitative research approach that eschews the standard formulation
of a hypothesis in the quantitative research approach for the sake of general openness.

“The principle of openness says that the theoretical structuring of the research topic is

264 Cf. Mayring (2010), p. 11 ff.

205 Cf. Simon et. al. (2005), p. 126 ff. The reality of company succession is very complex and involves many partici-
pants and much potential for conflict due to the involved subsystems of company and family. In particular, the
research on multi-generational companies has also demonstrated this situation.
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postponed until the structuring of the research topic matter has materialised through the
researched subjects.”26¢ This structuring of a research topic is seen as a deductive proce-
dure in quantitative research. Before the actual study, theories are therefore drawn upon
to derive hypotheses and operationalised accordingly. This involves testing a hypothesis
on the research topic and not the discovery of something new in the research topic, as is
the case in qualitative research.26” However, a qualitative research approach also includes
the existing theories and models. The researcher’s analytical prior knowledge is deter-
mined by the state of the available research.268 In the future course of the research process,
this analytical prior knowledge of the researcher ultimately will lead to a sensitising con-
cept that can be used to develop the research questions. With the formulation and devel-
opment of the research questions, the structuring of the research topic occurs in the sense
of a reduction.?¢9 Every potentially possible research question cannot be pursued in a

study.

In contrast to deduction as the central term in quantitative research, i. e. deriving testable
hypotheses from existing theories, qualitative research uses the term abduction. “With
abduction, researchers work out something new to the extent that they must create an

entirely new category in order to explain their data.”27

Now that the fundamental aspects of the qualitative approach have been demonstrated,
the question regarding the extent to which qualitative research is scientific will be dis-

cussed in the following section.

4.2 Quality criteria in qualitative research

The results of qualitative research are considered to be recognised when they meet certain
quality criteria, as is also the case when using quantitative methods. This rules out the
possibility that the discovered outcome is random or just accidental. This section will
provide a brief overview of the common quality criteria for quality assurance in quanti-

tative research with regard to their suitability for a qualitative research approach. This

266 Hoffmann-Riem (1980), p. 343.
267 Cf. Flick (2014), p. 39 ff.

268 Cf. ibid, p. 124 ff.

269 Cf. ibid, p. 133 ff.

270 Briisemeister (2008), p. 11.
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will clearly demonstrate that the criteria of reliability, validity and objectivity cannot be

adopted without modification.”

Reliability refers to the dependability of the measurement, which means the reliability of
the measuring instrument. “Reliability is understood as the degree to which a survey in-
strument can achieve the same result in repeated data collections under the same condi-

tions and with the same test persons.”272

Validity means the actual measurement of what should be measured. This involves the
question of whether the characteristic under examination can be recorded with the meas-
uring instrument that is employed. “Validity means the validity of data, i. e., whether the
data produced in the measurement reflects the metric to be measured. Internal and exter-
nal validation is differentiated in this case. Internal validation means that the measured
values of the dependent variable can be unambiguously traced back to the independent

variable. External validation means that the measured values can be generalised.”>73

Objectivity as a quality criterion means that data is collected and analysed independent
of external influences: “A procedure is objective when the characteristic to be determined

is unambiguously discovered and the results do not depend on the evaluating person.”27+

It is discernible that the quality criteria were initially developed for evaluating the quality
of a characteristic’s quantitative measurement and aimed at an assessment of statistical
processes. However, this cannot be transferred and applied to qualitative processes with-
out reflection since the qualitative research approach requires other quality criteria. The
classic quality criteria in quantitative research are therefore frequently rejected as unsuit-
able and the researcher’s own criteria are used in their place.?”s For example, the collection
and evaluation of interviews cannot be checked by other researchers in terms of the re-
peated measurement that is usually the case in quantitative processes. Even the exact re-
producibility of a qualitatively collected result must be evaluated critically. “In field re-
search, statements or observations repeated like stereotypes tend to indicate consciously

conveyed versions of the event instead of information about what actually took place.”27¢

271

Cf. Lienert (1998), p. 7 ff. The quality criteria for the design of qualitative test procedures will be fundamentally ad-
dressed in the test theory, which differentiates between the three main quality criteria of objectivity, reliability and
validity.

Berger (2010), p. 153.

Misoch (2015), p. 237.

Claus/Ebner (1989), p. 34.

Cf. Mayring (2002) p. 141.

Flick (2014), p. 489.
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Consequently, qualitative research replaces the requirement of being possible to check
results with the criterion of being possible to track the results. So results that are obtained
in interviews can be tracked if the research process is documented and uses encoded pro-
cesses such as the qualitative analysis of content. This study will therefore apply the qual-
ity criteria for qualitative research as formulated by Mayring, who defends the position
that quality criteria do not suffice in research that is ultimately based on measurement

theory.>”7 As a result, he developed six new types of quality criteria:78

Procedural documentation: In order to judge the scientific quality of research results, the
entire research process must be explained and documented. This means a description of
the prior knowledge and theoretical framework, as well as documentation of the em-

ployed methods for collection, analysis and evaluation.279

Argumentative defence of interpretation: In qualitative research, it is generally assumed
that the researcher’s discovery process is an interpretation process that cannot be proven
like a mathematical equation and is therefore systematically exempt from certain testing
procedures. Consequently, the interpretation of the results in a research process must be

handled argumentatively and justified on the basis of theories.28°

Rule-based procedure: Despite the principle of openness, qualitative research is not with-
out previously established rules that can be understood by third parties. These rules es-
tablish a systematic procedure for the evaluation of data, which ensures the quality of the

material’s future interpretation.2!

Close proximity to subject matter: This is achieved by having the research situation be as
close as possible to the participants’ everyday situation. This means that such research

foregoes the distance to the research topic that is proclaimed in the natural sciences.282

Communicative validation: The validity of the results is checked communicatively by

feedback from the studied persons. Their status as experts on the respective research

277 Cf. Steinke (2000), p. 319 ff. In scientific literature, a wide range of quality criteria is discussed for qualitative re-
search, particularly in Steinke.

278 Cf. Mayring (2002), p. 144 ff.

279 Cf.ibid, p. 144 f.

280 Cf. ibid, p.145.

28 Cf.ibid, p. 145 f.

282 Cf. ibid, p. 146.
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topic in the context of the corresponding everyday field is integrated and used to check
the validity of the results.28

Triangulation: Triangulation means that multiple different methods, theories or data
sources are always included in a research question to minimise the researcher’s “blind
spots.”284

However, there has recently been an increase in approaches that integrate quantitative
and qualitative research approaches.2$5 This leads to the use of distinctly different data
collection methods in the design of the respective research. In conclusion, it should be
noted that quality criteria is particularly important for empirical qualitative research due

to the explicit inclusion of the researcher’s person.

4.3 Research design

The quality criteria established by Mayring define a research logic that has been adopted
in the research design developed for this study. The research design describes the organ-
isational structure and sequence of the scientific study. This study plan shows the case
constellation that will be examined and the methods to be used for collecting and analys-
ing the data. The selection of the method will also be reflected upon and justified in gen-
eral. The study plan within the scope of qualitative research will be explained specifically
in each case.286 “Only when qualitative research succeeds in developing and justifying
proven study plans and adheres to such plans will it also be taken seriously within the
context of a quantitative-scientific academic scene. Design is therefore understood as the
research system, the logic of the study and the way in which the scientific issue will be
addressed.”28” Mayring summarises the research logic that is the basis for both quantita-
tive and qualitative research in a flow chart that has served as a guide for the development

of this dissertation’s research plan.

283 Cf. ibid, p. 147.

284 Cf. ibid, p. 147 f.

285 Cf. Kelle/Erzberger (2000) p. 299 ff.

286 Flick (2008), p. 395. This requirement becomes more understandable in light of the ongoing discussion on the
methods in quantitative and qualitative research approaches where qualitative research is often viewed as unsci-
entific. Flick writes: "The addressing of quality in qualitative research takes place against the background of a
widespread consensus in quantitative research that the 'classic' quality criteria of reliability, validity and objectiv-
ity should be viewed as acceptable for all approaches.”

2% Mayring (2008), p. 226.
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1. Explication and specification of the question
Relevance, relationship of the problem to the issue,
hypotheses or open question

'

2. Explication of the theoretical background
Status of research, theoretical approach  Prior knowledge

3. Empirical basis
Description of random sampling, of the individual case
Description of the material, the material selection

4. Methodological approach

Methed of collection, preparation and analysis;

Justification of the method;

standardised or testing in pilot studies
in case of new instruments

5. Results
Presentation, summary, analysis
Reference to hypotheses or question

6. Conclusions
Quality criteria, Relevance of the results  Generalisability
(with regard to what?)

Figure 15: Research logic according to Mayring

Source: Mayring (2001), p. 6.
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4.3.1 Development of a research plan

Based on Mayring, the following research logic has been applied:

Development of theoretical framework of the study

SME theory
Analysis of literature | = Maodel of company succession
Principal-agency theory

. Revised St. Gallen succession model based on Halter/
Schréder (2010)

Sampling Selection of case groups
First collection of qualitative data
Developing guidelines for facilitation of the focus group

Status of the research

Conducting a focus group on the subject of company
succession

Focue groug Evaluation of results in the focus group

Transcription and analysis of commonalities and diffe-
rences
= Categorising

Second collection of qualitative data

Results of focus group flow into development of interview
guidelines

Conducting guided interviews on the subject of company
Expert interviews | | succession

Method of summarised content analysis based on
Mayring

Category creation
Third collection of qualitative data

Conducting guided interviews. Reflecting on alternative
Expert interviews Il actions. Analysis is handled on the basis of the content
| analysis according to Mayring

| Generation of hypotheses/ Rel:ornrnendatinns.f.or action
Figure 16: Research plan

Source: Author's chart.

4.3.2 Sampling strategy

The sampling strategy decision is a defining step in the preparation of a design for the
research.288 This section starts with the term random sampling, which is popular in quan-
titative research, and justifies the selection of the case group in this empirical study. “The

term sampling in empirical social research describes the selection of a sub-group of cases,

288 Cf. Flick (2014), p. 154 ff.
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i. e. persons, groups, interactions or events, that should be studied at certain locations or
certain times and represent a specific population, basic collective or a certain (collective

or general) circumstance.”289

With the selection of a specific case group that should participate in the study, the re-
searcher defines the scope of the data collection prior to the actual examination. This de-
termines the group from which the specific persons (= cases) should come. Likewise, the
breadth or depth of a study is determined by the selection of the specific case size. While
quantitative approaches attempt to reflect representativeness and therefore examine a
high number of test persons, qualitative approaches aim for a deeper and often more ex-
tensive examination of a few cases. Decisions on sampling are also often made during the

qualitative research process and lead to changes in the random sample.200

In contrast to the composition of a random sample for a quantitative approach, the ran-
dom sample in the qualitative research design does not involve statistical representative-
ness. As a result, different rules apply to the sampling, i. e. to the determination of the
examined random sample, than in a quantitative approach.2o" “..The data collection or
the sample require observation and consideration of the (preliminary) research topic
from as many sides as possible. Perspectives are sought that are known or assumed to
differ from each other; we only know whether this is actually the case after the material

has been surveyed.”292

In order to avoid a random test error in the design of qualitative research, which is usually
due to having a small random sample size, systematic and theory-derived case selection
is particularly important. The selection is made with the goal of examining the bearers of
characteristics relevant to the research question and expanding the theoretical frame-
work. “The basic criterion governing the selection of comparison groups for discovering
theory is their theoretical relevance for furthering the development of emerging catego-
ries.”293 Once the issue has been formulated, the case is selected on the basis of “theory-
derived sampling”294 according to Glaser/Strauss. In the theoretical sampling, derived

from the theoretical prior knowledge, the researcher selects cases for examination that

289 Przyborski/Wohlrab-Sah (2014), p.178.

290 Cf. Flick (2014), p. 154 ff.

29t Cf. Kleining (2008), p. 68. The heuristic rules according to Kleining are openness for the examined person, open-
ness for the research topic, maximum structural variation of perspectives in the collection of data and analysis for
similarities.

292 [bid.

293 Glaser/Strauss (2012), p. 47.

204 Cf. ibid.
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promise findings. This is continued until the theory is saturated, i. e. no new findings can
be gained: “The basic question in theoretical sampling (in either substantive or formal
theory) is: What groups or subgroups does one turn to next in data collection? And for
what theoretical purpose?”295 This reveals another contrast to the quantitative method:
While the random sampling size in a quantitative study is set by definition, it is initially
unknown in the qualitative approach. The further inclusion of new cases depends on

whether additional new findings will result from it.

Theoretical sampling must be differentiated from selective sampling and purposive sam-
pling.296 In selective sampling, criteria such as the characteristic of age or gender are spec-
ified independent of the research topic. Purposive sampling describes the targeted selec-
tion of cases, which can be extreme cases or typical cases or even just the cases to which

the researcher has easy access.

The general problem of field access should also be reflected upon briefly here. A qualita-
tive study — participation in a focus group and participation in interviews in this case —
requires a larger expenditure of time for participants than filling out a questionnaire with
closed questions. It is also necessary for the researcher to position himself/herself cor-
rectly when entering into the field of research. In the focus group, the researcher acts as
moderator and recorder. In terms of communicative validation, the discussion results
were reflected back to participants of the focus group and then confirmed by them ac-
cordingly. During the interview phase, the researcher personally conducted the inter-

views.

The sampling within the scope of this research involves collecting information from the
person of a company’s transferring party in the company succession process, the person
of the party acquiring the company and the representative of a financial institution par-
ticipating in the company transfer. In terms of the person of the acquiring party, a differ-
entiation in the sample is made between whether this is before or after the transfer of the
company.2?” In order to empirically check the core ideas in the principal-agent theory by
applying them to a model of company succession, the two role positions of principal and
agent must be assigned and allocated to the real actors in this process. The conscious de-

cision to limit the implementation of the study lies in the person of the transferring owner

295 Ibid, p. 49.

296 Cf. Flick (2014), p. 165.

297 The transferee group appears particularly interesting as a research topic in light of the research issues since the
consequences of the principal-agent theory and especially the consequences resulting from the types of infor-
mation asymmetries in this case can have an especially extensive effect.
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and the person of the acquiring party. Theoretically, it is conceivable to have other, pos-
sibly temporary principal-agent relationships in this complex process (for example, be-
tween acquiring party and future financing bank). This is why another position involved
in the process —that of the financing bank —is included since this party constantly mon-

itors the principal-agent relationship and changes through its own communication.

The following figure provides an overview of the research question as derived from the
theoretical framework and the related research objective with the sample in the selected

case groups.

Research question

What are the issues and resulting risks, as well as solution mechanisms, in the
process of company succession when the asymmetry in information is con-
sidered within the scope of the principal-agent theory?

Obijectives of study

0,: Identification of the issues and the resulting risks
O,: Determination of the solutions and specific organisational recommendations

Focus group
Entrepreneur N=3
Case group Banker . N=2
Researcher . N=1

Expert interviews |
Acquiring party before the transfer of

the company H=3
Case group ?{::l:;z:f party after the transfer of the N=3
Transferring party after the transfer of N=3

the company -

Expert interviews Il
e Banker N=2
| Lase grou I !

ot Researcher | N=1

Figure 17: Sampling selection

Source: Author's chart.

In this case selection, it can be assumed in terms of an a-priori definition that enough
variation and representativeness in the content has been achieved. It is important to note
that none of the persons participating in the focus group and interview series are in a
direct business relationship with each other, so any possible influence based on interest
is ruled out. The participants in the focus group and the interview participants are not

identical and also do not know each other.
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4.4 First survey of qualitative data: Focus group

The focus group that is used in this dissertation along with the expert interviews as a
method for collecting data should first be classified as a qualitative interview method be-
fore the process and results are described. The value of the focus group as a step in re-
search design should become clear for the research process observed here. In conclusion,
the previously described quality criteria of qualitative research should be placed briefly in

relation to the focus group as a methodological process.

It is not easy to separate the focus group from other collection methods that are con-
ducted with groups of persons. That is why the focus group should first be understood as
a special form of interview process and then distinguished from the individual interview
situation due to the interaction dynamic typical for a focus group. In contrast to stand-
ardised interviews where the formulations and question sequences are precisely prede-
termined for an interviewer, qualitative collection methods are generally characterised
by openness according to the qualitative research methods. This means that just a few or
even no questions for an interview are defined in advance by the researcher. Instead, ques-
tions are only developed during the interview process.2o8 In relation to the degree of
standardisation for questionnaires, the literature differentiates between the structured,
semi-structured and open form. Another criterion for qualitative interviews is the inter-
view situation: A distinction is made between individual questioning and group ques-
tioning. The correlation between the methodological basic assumptions in the qualitative
research approach and the resulting various interview forms can be seen in the following

figure:

298 Cf. ibid, p. 221 ff.
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Methodological | Narrative Problem- Focussed Depth interview | Receptive
premises interview centred interview interview
interview
Openness Fully Extensive Only partly Hardly Fully
Communication ; Goal-oriented gy Questio- Narrative/
Marrative e Guidelines - : :
questioning ning/MNarrative | Observational
:‘racess Present Present Only partly Present Present
Flexibility High Relatively high | Relatively low | Relatively high | High
Explication | Yes Yes Yes Yes | Partly
Theoretical For the most
requirements For the most Concept pre- Extensive Concept part with-
part without sent concept available out; only prior
knowledge
Hypotheses ) Lo More of a More of a o
Generation Sianieration: check: also check: also Sipneryton:
check : : check
generation generation |

-Perspectives of
P P Part! Partl Absolutel
respondents | resent . resent _ artly _ artly . bsolutely

Figure 18: Forms of qualitative interviews
Source: Cf. Lamnek (1995), p. 91.

Lamnek shows the basic qualitative research methods in relation to various types of in-
terviews. The problem-centring described in figure 18 stands for the theory-derived prior
knowledge of the interviewer who develops interview guidelines based on the available
prior knowledge in the semi-structured method and uses these guidelines in the inter-
view. The guidelines include the research question and objectives of the research in the
form of questions. “Guided interviews and those aiming for stories have developed from
the criticism of standardised survey situations. The scepticism of standardised question-
naires is partially justified by their artificiality since the interview partner is removed from
any connection with daily life and the interaction is also in no way comparable to every-

day interaction.”299

The focus group can therefore be classified as a semi-structured, problem-centred and
guided group method. Focus groups have been used since the 1940s — especially in mar-
ket research.3°° In terms of the methodology, the focus group is very close to other meth-
ods of group discussion and group interviews. Since it is difficult to distinguish the focus
group from these other methods, a pragmatic definition is provided in this study. “My

own preference is for a more inclusive approach that broadly defines focus groups as a

299 Flick (2014), p. 248.
300 Cf. Merton (1990), p. 5 ff.
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research technique that collects data through group interaction on a topic determined by
the researcher. In essence, it is the researcher’s interest that provides the focus, whereas
the data themselves come from the group interaction.”s°* A focus group used for collect-
ing data generates different data than an interview since the interaction between the dis-
cussion participants and the presence of a moderator produce different dynamics here.
“Focus group data are qualitatively different than interview data, even from group inter-
view data, as focus group data are co-produced by the dynamic interaction between the
researcher (moderator) and the participants, and between the participants themselves
and therefore offer the opportunity for greater breadth.”so2 It is important to note that the
participants in a focus group do not simply report their social reality; instead, they recon-
struct it together and under the influence of the others in a group dynamic. So the partic-
ipants —and not a standardised questionnaire — decide on what they consider relevant to

speak about.303

Focus groups are a very flexible research instrument and include a series of methodolog-
ical steps. In addition to the sampling already described in the research design, the selec-
tion of a moderator should be mentioned as a key issue. The role of moderator was
adopted by the researcher in this study. Since a special characteristic of focus groups is
content that the researcher consciously includes in the group, it is necessary to have
guidelines for the focus group. In a certain sense, these guidelines already structure the
discussion in the focus group. So the researcher provides the guidelines, and the groups
generate the data through their interaction. The type of question in the guidelines will
direct the participants of this study’s focus group more towards the procedural course of

a company transfer and less towards individual topics:

= “What are the significant criteria in the preparatory phase?”
= “What are the significant criteria in the execution phase?”

= “What are the significant criteria in the follow-up phase?”

The focus group conducted here has a double objective in the research process: On the
one hand, the intention is to subject the interview guidelines used later in the expert
interviews to a practice test in terms of their understandability and feasibility. On the

other hand, the aim is to collect the initial data on the research topic. “As with any other

30t Morgan (1997), p. 6.
302 Robinson (2012), p. 402.
303 Cf. Lamnek (2003), p. 165.
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qualitative method, the advantage of focus groups is here to refine the research hypoth-
eses and provide elements that are useful for the formulation of questions.”s°+ The
course and structure of data collection through the focus group can be seen in figure
19:

i Data collection by use of a focus group

Pre-test of interview guidelines with a test person

| Cljestivesiaf the foces Check of theoretical framework

| roup * First creation of categories
Model of company
succession
| Theory-derived = Derivation from research question
| development of guidelines | * Derivation from objectives in
| research

Interview questions
4 December 2012/length: 5h
= Guideline-based facilitation

% Participants in the focus grou
| Implementation | ARGpantin s Tocus BronR
| of the focus group3®® | Entrepreneur

Banker

Researcher
I Quality assurance of results

| = After end of the discussion
| Validation during = Maoderator with the group: Cluster creation and develop-
| the focus group ment of a regulatory framework

* Results protocol

| * Sending protocol of results and discovered constructs to
| Validation after participants
| the focus group = Correction

* Resending

I Documentation of the results
i Data evaluation * Setting the organisational framework

, « Method triangulation:
! Processing the data Assignment of found items to literature
Figure 19: Focus group for data collection

Source: Author's chart.

Quality criteria can be imposed on the focus group in the qualitative research method.
Nevertheless, it is apparent that the use of guidelines does not entirely satisfy the principle
of openness. However, the openness is supported in turn by largely allowing the discus-

sion to take its own course. The focus group is only directed in the course that it takes

304 Ingelgom (2014), p. 86.

305 An important factor within the scope of the situtative design for the focus group is the introductory phase, which
is essentially influenced by the moderator. Within this research plan, the researcher thinks that it is important to
first make the participants from the practice familiar with the theoretical background of the plan before guiding
the focus group with the help of guiding questions. In this process, the moderator sometimes used a media-sup-
ported approach (cf. excerpts from Appendix 2).
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through the content-neutral moderation. The communication process as access to re-
search is another quality criterion that is met by this discussion dynamic. The situative
design of the focus group shows the process character, and the flexibility of this method
also corresponds with the fundamental principles of qualitative research.30¢ Since the fo-
cus group within the scope of this research will be used in the context of the subsequent
expert interviews, triangulation is pursued for the quality criterion. This means that the

research topic is approached with various collection methods.

4.5 Interim results of focus group

The results of the focus group were developed with the group immediately after the dis-
cussion at the same meeting as an organisational framework or cluster with individual
elements/issues were taken from it and consensually agreed upon at that time. The entire
discussion with the focus group was recorded on audio tape. The protocol of the results
and the summary prepared on this basis were placed at the disposal of the participants to
ensure transparency. This resulted in some corrections, which were then included. It
should be noted that the focus group implemented here is intended for collecting data to
gain knowledge in terms of content. As is usually the case in focus groups, no non-verbal
communication was collected as potentially available data. Furthermore, there was no
consideration of the group dynamic aspects and the characteristics of individual partici-

pants were not linked with statements in a personalised way.

The focus group of 4 December 2012 made it possible to identify four fundamental clus-

ters3e7 with essential criteria within the process of the company transfer:

Entrepreneurial personality i 12 elements
Results of & ik Conduct - willingness — action 9 elements
focus group Strategic aspects 4 elements

Financing-relevant aspects 6 elements

Figure 20: Clusters as a result of the focus group

Source: Author's chart.

306 The test persons in the focus group were invited to participate in writing (cf. sample contact letter A1). It should be
noted that the letter reflects the working title of the research project and the identified method employed for the
course of the research project in 2012. Both the title and the methodology were refined in the research process by
closing research gaps and making a contribution to actual practice.

307 The clusters made it possible to survey the correlated elements/issues in the course of the research for this disser-
tation. The clusters primarily have an organising character and serve the better comprehension of this research
step, especially of the test persons in the data collection. The terms elements/issues are used synonymously in this
dissertation.
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It can be seen that the four clusters describe two different content areas. The two clusters
of Entrepreneurial Personality and Attitude — Willingness — Action refer to possible vari-
ables in the personality and in the realised conduct of the acquiring party. These variables
may be have an effect on a company transfer. The clusters of Strategic Aspects and Fi-
nancing-Relevant Aspects suggest possible variables of a structural nature and in relation
to subject-related framework conditions. The determined elements each include a diverse

number of issues. The clusters3°8 related to personality and conduct include the following

issues:
Ability to learn Credibility
Hands-on mentality Self-reflection
Communication skills Entrepreneurial personality Factual accuracy
Ensuring credibility Entrepreneurial spirit
Ability to motivate Business qualifications

Figure 21: Classification of issues in the cluster of Entrepreneurial Personality

Source: Author's chart.

308 In this cluster, two elements are mentioned multiple times in the various phases. So there are a total of twelve
mentions that are related to ten elements.
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Conscious decision
for successor

Developing reputation :
St bnke : Stable life model
Initiation of change Attitude - willingness — action Symbolic act

Timely arrangement Inclusion of affected
of inheritance environment

Clear distribution Shaping of
of competence company culture

Figure 22: Classification of issues in the cluster of Attitude — Willingness — Action

Source: Author's chart.

The clusters coupled with the structural and subject-related framework conditions are

subdivided as follows:

Earning power
of the company

Complete financin i 3
Ompee 8 i Financial transparency
business case &

Financing-relevant aspects

Timing (banks/market) comp;;u;;ﬂluation

Adequate
financial controlling

Figure 23: Classification of issues in the cluster of Strategic Aspects

Source: Author's chart.
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Sustainability of the Open for external
business model support advisers

Strategic aspects

External support Defined
from advisers transfer schedule

Figure 24: Classification of issues in the cluster of Financing-Relevant Aspects

Source: Author's chart.

Not all of the issues are always relevant and effective for a company transfer process. Con-
sequently, the next step in the analysis involves two standpoints. To further refine the
clusters, the phases in the company transfer process as defined in the theoretical portion
of this dissertation are used to differentiate the relevance of the issues for the phases. The
St. Gallen succession model according to Halter/Schréder and the model of company
succession by Karry/Dittmers serve as guides here.309 For the further refining of the ele-
ments, the three phases of a company transfer will be adopted according to these models.
Furthermore, the triangulation method is applied in this context. This has the objective
of revealing the participants’ subjective knowledge structures in a company transfer in
order to demonstrate the mechanisms of the principal-agency theory in the further

course of the study.

Phase one as preparation involves the period of time before the actual transaction. Phase
two as execution means the actual transfer of a company. Phase three as follow-up work
describes the period after the transfer has been completed in full. In the next step, theo-
retical findings in the literature are assigned to the issues that have been prepared in this

manner.

By using the triangulation method as a supporting approach for data organisation and
the preparation of results from the focus group, it should become possible to initially
show the existence of the clusters and then the relations between the clusters and the

three phases of a company transfer.

309 Cf. Section 3.1.2. and 3.1.3 in this dissertation.
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It can be demonstrated that all four clusters in the descriptions by participants in the fo-
cus group are consistently relevant for the first two phases of the company transfer. How-
ever, the relevance, the number and even the content of each issue vary in the individual
phases. In the third phase, only the cluster of Entrepreneurial Personality and Attitude —
Willingness — Action are relevant:

Relevance in the process of the
~company transfer

| Preparation = Execution | Follow-up work

Cluster

| 5 elements/ ”4 elements/ | 3 elements/

Entrepreneurial personality e i T

4 elements/ | 4 elements/ | 1 element/

Attitude — willingness - action ; ; :
issues issues issue

3 elements/ | 1 element/

Strategic aspects eties fsie

4 elements/ | 2 elements/

Financing-relevant aspects . :
issues issues

Figure 25: Relevance of clusters

Source: Author's chart.

The following section describes the individual clusters and issues as they relate to each

phase.

Relevance of clusters and issues in the preparatory phase 1:

i Cluster: Origin
| Entrepreneurial personality g
Focus group
Issue — Relevance in phase 1 pratocol of Literature
4 December
= Credibility X Behringer [2004], p. 42
= Self-reflection (self-critical assess-
ment of the situation) % Mache [2002], p.3
. ;algual accuracy (honesty to one- X Bossek/Letter [2015), p. 263
* Entrepreneurial spirit X Wiedmann [2002], p.56
= Business qualifications (understan-
ding numbers correctly) X Boemle/Stolz [2012], p. 112

Figure 26: Entrepreneurial Personality cluster in phase 1

Source: Author's chart.
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Ciuter o
Attitude — willingness — action g
Focus group
i " protocol of "
Issue - Relevance in phase 1 & December Literature
I 2012
= Stable life model (partnership- X
oriented)
= Conscious decision for company
succession (life decision in a world of X Halter/Schrider [2010], p.49
multiple options)
= Timely arrangement of inheritance X Boemle/Stolz [2012], p. 111
= Inclusion of affected people X Halter/Schrader [2010], p.50

Figure 27: Attitude — Willingness — Action cluster in phase 1

Source: Author's chart.

Cluster: Origin
Strategic aspects } 5
Focus group
~Rel in phase 1 pratacol of Literature
Issue — Relevance in p! 4 December
2012
= Sustainability of the business model
" {viabiliy of concept X Gubler (20121, p.196 |
* Openness for external support from Credit Suisse/CFB-HSG [2009],
advisers (process, financing, law, X 21
taxes) p-
= Defined transfer schedule X :";'t Unhiecsity of Trier (2008,
Figure 28: Strategic Aspects cluster in phase 1
Source: Author's chart.
Cluster: Origin
Financing-relevant aspects 8
Focus group
. protocol of .
Issue - Relevance in phase 1 4 Decantbiar Literature
2012
= Complete financing business case
(with all relevant key performance
indicators — past key performance X Gubler [2012], p.282
indicators/viability of the numbers
for the future/profitability) |
= Earning power of the company X Bieler [1996], p.176
" Financial tansparency Gucceso's |y | pwe/Cra-HSG 120081, .19
III:PE\.LIUI!UI LN numpeis) g
X | Wiedmann (20021, p.175

= Neutral company evaluation

Figure 29: Financing-Relevant Aspects cluster in phase 1

Source: Author’s chart.
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Relevance of clusters and issues in the executing phase 2:

Cluster:
Entrepreneurial personality

Issue - Relevance in phase 2

B Ability to generate enthusiasm

foptbime Lo mammla s leaaed)
AEELUNG REY peopic Oh ooara)

= Ensuring credibility (with investors,
banks, coiieagues, customers,
suppliers)

= Communication skills

= Business qualifications (understan-
ding numbers correctly)

Focus group [

protocol of
4 December
2012

X

=

X

Origin

Literature

Wollherr [2015], p. 120

Kiuth {2011], p.73

. Felden/Pfannenschwarz

[2008], p. 146
Boemle/Stolz [2012], p. 112

Figure 30: Entrepreneurial Personality cluster in phase 2

Source: Author's chart.

Cluster:

Attitude — willingness — action Odgln
Focus group
Issue — Relevance in phase 2 proipcalof Literature
4 December
2012
= Initiation of change X Schmude/Leiner [2003],
(beginning of a change) p. 194f.
* Symbolic act X Wandl/Habenicht [2013], 5.66
= Shaping company culture
(new understanding of WE/culture/ X Stephan [2002], p.92 ff.
philosophy)
= Clear distribution of competence X Hackel [2001], p.21f.

Figure 31: Attitude — Willingness — Action cluster in phase 2

Source: Author's chart.

(process, financing, law, taxes)

Cluster:
Strategic aspects onsin

Focus group

Issue — Relevance in phase 2 protocol of Literature
4 December
2012
" = Credit Suisse/CFB-HSG

= External support from advisers X [2009], p.21

« Blodig [2014], p.10

Figure 32: Strategic Aspects cluster in phase 2

Source: Author's chart.
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Cluster:

Financing-relevant aspects Herlunft
Focus group
_ protocol of
Issue — Relevance in phase 2 4 December Literature

N1
euie

= Adequate financial controlling (with
which instruments do | want to run X
my company)

Feldern/Pfannenschwarz

* Timing (banks/market) X 12008], 5.193

Figure 33: Financing-Relevant Aspects cluster in phase 2

Source: Author's chart.

Relevance of clusters and issues in the follow-up phase 3:

Cluster:

Entrepreneurial personality Origin
Focus group
Issue — Relevance in phase 3 4Pr;::;:r:b':r Literature
2012

= Ensuring credibility
(with investors, banks, employees, X Kluth [2011], p.73
customers, suppliers)

* Hands-on mentality (checking
whether things that are started will X Schackmann [2003], .72
be continued)

= Ability to learn (reflection on the X Kaltenbrunner/Urnik [2002],
entire process) p.385

Figure 34: Entrepreneurial Personality cluster in phase 3

Source: Author's chart.

Cluster:
Attitude — willingness - action el
| Focus group [
_ protocol of
Issue — Relevance in phase 3 4 December Literature
j 2013} l
= Developing reputation at banks X Wiesehahn/Wegmann [2015]
(active commented reporting) |5.30

Figure 35: Attitude — Willingness — Action cluster in phase 3

Source: Author's chart.

In the conducted focus group, the participants in a company transfer discussed their ex-

periences and viewpoints on this topic in a moderated discussion. To summarise, the re-
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sults show four main clusters that map out the subjective theories on a company transi-
tion presented by the surveyed participants.© These clusters can be divided into either
more personal ones or more subject-related ones. A further analysis of these clusters
shows a large amount of underlying elements/issues, their relevance and also how many
of them are in the respective three phases of a company transfer. In the next step of the
analysis, the discovered elements/issues are combined with theoretical structures for
classification. The focus group is methodologically understood as a means for triangula-

tion in order to satisfy the quality criteria of qualitative research.

Since clusters and/or elements were discussed as fundamentally relevant for success on
account of the specified questions in the guidelines, the content in the next section of this
dissertation will be oriented towards this point. It is possible to conduct and further check
the mapping of information asymmetries in the principal-agency model by using the de-

termined clusters.

4.6 Second survey of qualitative data:
Expert interviews

Guided individual interviews are used for the second qualitative collection of data, which
builds on the analysis of the focus group. This section describes the concept and imple-
mentation of these interviews. The interview as a research instrument is also classified in
the methodological framework of the qualitative research design and differentiated from
other forms of interviews. The development of the interview guidelines is described and

explained.

Similar to the historical development of the focus group as a data collection instrument,
the emergence of guided interviews can be traced back to efforts of examining the effects
and consequences that media has on people.st It initially seems that implementing the
qualitative research principle of openness in guided interviews is only partially possible.
Nevertheless, the conscious decision has been made to not develop a completely open
data collection context similar to what would be possible in the narrative interview. “The
choice of the narrative interview must be well-considered; this is also because despite the

method’s many advantages, more time is required for the transcription and analysis of

3510 Cf. Aretz (2007), p. 29 ff. On the diverse use of the term "subjective theory": Within this context, subjective theory
means the mental development of concepts for clarification and also predictions of circumstances that occur
through a person's subjective experience.

Cf. Flick (2014), p. 194 ff.
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narrative interviews than guided interviews. The researcher should ask whether the con-
tinuous description of a process by the respondent is necessary for his/her issue or
whether the required information could also be obtained with guided questions and a
stronger centring of the interviewer.”s2 The author decided that the guided interview in-
strument is appropriate for the topic in this phase of the data collection. “The term guided
interview describes interviews that give the participants significant leeway to shape the

discussion despite the requirements guiding the conversation.”s1

In contrast to the hypotheses-testing and completely standardised questionnaire meth-
ods, a guided interview basically remains open for the actual course of the conversation.
“In qualitative interviews, the interviewer asks ‘open’ questions that are considered cus-
tomary in the guidelines and the respondent freely formulates the response. The struc-
turing of the interview varies; the respondent is sometimes granted much freedom in the

thematic enlargement and design; sometimes this freedom reigned in somewhat.”s4

Merton and Kendall identify four criteria that are also suited for the implementation of

guided interviews:3's

= Non-influencing: The goal here is to ensure that the interviewer does not influence
his/her interview partners —either intentionally or unintentionally. The main ways of
avoiding any influence on the interview partner are the interviewer’s control over af-
firmative/adverse reactions and the way that questions are formulated.

= Specificity: This is in tension with non-influencing. It means conducting the interview
in such a way that the interview partner is caused to answer the questions —i. e. the
specific questions in this sense — required by the researcher and provide content.

= Cover a broad spectrum: The interview should be designed so that it deals with as
many different aspects of a topic as possible. This also applies in particular to content
that cannot be anticipated by the researcher on account of the available prior
knowledge.

= Depth and personal frame of reference: This means that the interviewer should also
address the interview partner’s emotional reaction. The interview should always fo-

cus on the actual experience, which is often connected with emotions.

12 Kiisters (2009), p. 40.

3 Seipel/Rieker (2003), p. 149.

14 Kiisters (2009), p. 20.

s Cf. Przyborski/Wohlrab-Sahr (2014), p. 139 ff.
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These four criteria make it clear that the objective of a qualitative study as laid out here in

the research design is appropriately supported by the use of a guided interview.

In comparison to the narrative interview method and the completely standardised ques-
tionnaire interview, the guided interview occupies a position between these two ap-
proaches. Although it may be more efficiently conducted than a narrative interview, it is
more time-consuming than a standardised questionnaire interview. “The documentation
of the guided conversations also makes special demands of the interviewer. Guided inter-
views are recorded either by the interviewer taking notes during the interview or prepar-
ing a protocol from memory after the interview or with an audio recording.”s The ap-
plied guideline allows for a certain narrative structure in the interview, yet offers the op-
portunity to consciously deviate from the guidelines in a spontaneous and situative
manner to address unexpected topics. The success of such an interview also depends
heavily on the interviewer’s communicative skills. For example, it should be taken into
consideration that a researcher who personally conducts the interviews contributes more
extensive prior knowledge to each interview. On the other hand, a professionally trained

interviewer could have better conversational skills than the researcher.

In order to answer the research questions in this study, twelve3 expert interviews were
conducted with an average length of 60-90 minutes. At this point in time, the findings
from the theoretical framework — in terms of the research status — and the cluster ele-
ments determined from the results in the focus group are already included in the inter-
view guidelines. In this regard and from a methodological point of view, the researcher’s
increasing prior knowledge will be checked during the second data collection phase and

may also be changed, if necessary.

The following table shows an overview of the second data collection:

36 Schnell/Hill/Esser (201m1), p. 379.
37 Nine interviews were conducted within the scope of the first interview series (cf. section 4.7). Three interviews
were conducted within the scope of the second interview series (cf. section 4.8).
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Second data collection through expert interviews

Identification of the risks in the individual phases
of a company transfer

= Generating material on the development of
recommended actions for the individual phases

Objectives of the interviews

Development of guidelines on the | = Phase-based cluster = elements/issues
basis of focus group results * Elements/issues _
“ lssue = risks/possible solutions

|

|

|

|

| 27 interview questions

| = Length: 60-90 min.
* 12 guided interviews

|

|

|

|

|

Interview partners

: Entrepreneurs (10-600 employees) |N=9
Implementation of the interviews | Type of company transfer transaction _
Management buy-in N=1
. Management buy-out . N=2
| Family buy-in [n=2
. Family buy-out [N=4

Quality assurance of results

| = Audio recordings
= Written notes in pre-structured grids of the
interview guidelines

Documentation during
the interviews

Figure 36: Expert interviews on data collection

Source: Author's chart.

The actual interviews were carried out as two-person conversations. The interview part-
ners were informed that the conversation be recorded and that notes would be taken on
the form in the guidelines. The applied guidelines are intended to facilitate the start and
narrative flow of the interview. In particular, it is important to emphasise the role that the
cluster elements developed from the focus group assume in conducting the interview.
These elements are used to systematically develop the guidelines as a structure. The ex-
pert interview refers to the three phases of a company transfer and the issues already as-
signed to them.3®8 Specific issues are determined in writing as part of the preparation for
the expert interview, with the goal of enabling discussion of possible risks and solutions
for each phase. The relevance of each individual issue is queried at the start of the actual
interview with the participant. If the issue is relevant, it will be discussed in greater detail.
Depending on how the interview develops, the interviewer may ask follow-up questions
spontaneously or request more information about the topic. It is important to mention
here that the conversational structure developed spontaneously by the interview partner
and the content sequence were always permitted in the practical implementation of the

guidelines during the interviews. By no means were the guidelines imposed as an external

38 Cf. section 4.5 in this study.
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structure. For example, this is also definitely possible that interviews jump ahead with
their answers to interview questions. It is therefore the interviewer’s responsibility to al-
ways attentively follow the comments by the conversational partner so that questions
that have already been answered are not explicitly asked again later. Instead, the guide-
lines with his/her different questions must be viewed as stimulus for conversation. As
called for by the principle of openness, the guidelines were treated flexibly in the actual
interview. According to the study sample, interviews with participants in a company
transfer were held from the role positions of the transferring party and the acquiring
party. The sample was further differentiated here.3 In a qualitative research relationship,
the interview partner also stands for the representatives in various transaction options
during the company transfer. Depending on the situation, it may be a management buy-

in or buy-out or a family buy-in or buy-out.

Consequently, the case selection at the point in time when the interview was conducted

corresponds to the following sample:320

319 Cf. section 4.3.2 in this study.

320 The research sample corresponds in its characteristics to the quantitative SME criteria of the Bonn IfM and the
European Commission or can be correlated with the SME on account of qualitative criteria. (Cf. the explanation in
section 1.2 of this dissertation).
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1" | Role Function Industry Formation | Head | Salesin | Yearof | Type of
count | € million | transfer | trans-
action
I, | Acquiring Member of | Real estate 1973 100 35 2017 | FBI
party before | management
transfer board
I, | Acquiring Managing Mechanical 1928 100 20 2016 | FBO
party before | director engineering
transfer
Iy | Acquiring Assistant to | Safety and control 1945 | 600 110 2017 | FBO
party before | CFO technology
transfer
Iy | Acquiring CEO Mechanical 2008 80 30 2008 | MBO
party after engineering
transfer
l; | Acquiring CEO Mechanical 1993 90 14 2011 | FBO
party after engineering
transfer
lg | Acquiring CEO Electrical 1958 | 420 100 2012 | FBO
party after engineering
transfer
I, | Transferring | CEO Financial services 2007 14 3 2015 | MBI
party after
transfer
lg | Transferring | CEO Service provider 2002 12 3 2015 | MBO
party after
transfer
I | Transferring | CEO Special mechanical 1981 45 8 2014 | FBI
party after engineering
transfer
U Interviewee

Figure 37: Sample of expert interviewss»

Source: Author's chart.

The content of the questions included in the guidelines is generated from the focus group

results. Basis on the issues of the clusters that were identified here, the researcher men-

tions potential issues in the interview. The respective relevant issue is presented to the

interview partner and he[she is asked to assess it with regard to the risk arising for the

transfer process and in relation to possible solutions. This structure in the interviews is

outlined in an example of the credibility issue in the Entrepreneurial Personality cluster:

32 To explain: Kay/Suprinovic (2013), p.18 £, "...the Bonn Ifm also determined what succession solutions are selected
by family-owned companies [...]: A good half (54%) of the owners transfer the company to their own children or
to other family members (family-internal solution). Another 29% of the transfers involve external managers, other
companies or other prospective buyers from outside (company-external solutions). Roughly 17% of the family-
owned companies transfer the company to employees (company-internal)." The researcher made a major effort
to ensure that actual succession practice is reflected in the composition of the sample. The interview partners
were selected on this basis.
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Cluster and elements/issues . Phase model for company transfer
Entrepreneurial personality Phase 1:
Preparation
)
3
E Phase 2:
J% Execution
o
m
Phase 3:
Credibility Follow=up work
Role positions in the transfer process | Additional aspect

Credibility

Credibility

Transferring

party

Acquiring Risks >> Solutions >
party

Figure 38: Starting points for guideline development

Source: Author's chart.

The preparatory phase of a company transfer is addressed in the interview. The inter-
viewer actively introduces the subject of credibility for the entrepreneurial personality —
both for the acquiring party and the transferring party — during this phase. Then the ques-
tion is posed whether this issue is even relevant from the interview partner’s point of
view. If he[she considers it relevant, the interviewer will ask about the risks that may arise
from the topic of credibility for the preparatory phase of a company transfer. Then the
interviewer asks about appropriate solutions. The answers are documented in the follow-

ing standardised grid form, which is identically structured for all issues.
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Preparatory phase, issue

Credibility

Transferring party Acquiring party

Risk

Solutions

Figure 39: Excerpt from the interview guidelines. Grid for written documentation of the contribu-
tions made by the interview partner for the issue of credibility

Source: Author's chart.

Accordingly, there is both an audio recording and written documentation of the inter-
view results. On the basis of adjustments to the content, the contributions made by the

interview partner are included in the provided grid.
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‘ Issue X _
Issue of “credibility”

| l

Transferring party Acquiring party

i No definitive certainty

Resulting risk = r{:ﬁ_‘:yezgg::‘: the about the correctness
acauiinzog of the business case,

quiring party for example

Solution is to carry out

i Solution is payment screening
Solutions to request references in detail through due

diligence, for example L

Figure 40: Documentation of interview contributions in the guideline grid

Source: Author's chart.

The following structure forms the basis of the conversation held in an expert interview.
| .S-tan&art.iise.dhcourse n; inter\r}ews |

Providing interview partner with an orientation by briefly

introducing phases in a company transfer

Inclusion of the cluster elements/issues as issues introduced
one after the other in the interview

Starting point

"Is this issue relevant for this phase?”

. If the answer is no = proceed with the next issue
Question strategy |- -~

for each issue If yes: )
Ask about the risks Ask about the possible
- Jsoltions:
Transfering | Acquiring Transferring | Acquiring
i | party | party | party | party
Final question “Are there issues, risks and possible solutions that we have
for each issue forgotten today or that you would like to add?"

Figure 41: Structure of a conversation in the expert interview

Source: Author's chart.

In summary, it can be observed that the course of the study continued to follow the open
approach of qualitative research during the phase in which the expert interviews were
conducted. As stated in the considerations on the study sampling, the research sample is

not already determined at the start of the research work. Instead, the step from the focus
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group to the concept and implementation of the guided interviews shows how the for-
mation of clusters from the focus group results represents a major step towards augment-
ing the theory related to the topic. The sample for the expert interviews follows the prin-
ciple of maximum contrasting in regard to types of transactions, which once again offers
the opportunity to shed light on possible variances in the research topic. An understand-
ing of the elements as issues for the construction of the interview guidelines also opens
up the possibility of collecting new, relevant aspects for the research questions in this
study.

The following section presents a detailed description of how the individual guided inter-
views are analysed. Itis initially necessary to transform the audio recordings into the form
of a text. The transcripts generated as a result of this process serve as a basis for extracting
the interview passages relevant to answering the research questions. It should also be
mentioned at this point that the transcription on the basis of Mayring will be in normal
written German with slight some editing to improve its sentence structure and style.22
Furthermore, interview passages will not be transcribed if are irrelevant to achieving the
objective in this project. Following the transcription, the researcher will have texts that
serve as an ideal basis for the extraction. “Extraction means reading the text and deciding
what information in it is relevant for the research.”323 During the review of the interview
material, a category system in the form of a table serves as a tool to extract the passages
that appear significant for the research. In the following section, the extracted compo-
nents of the interviews are paraphrased, i. e. the spoken content of the interview is sum-
marised.s>¢+ After paraphrasing in the next step, individual interviews are summarised
with the collected paraphrased texts serving as a starting point. In accordance with this

step, the following working results were produced for each guided interview:

= Interview recordings
= Transcription

= Extraction

= Paraphrasing

= Summary

322 Cf. Mayring (2002), p. 91.
333 Gldser[Laudel (2004), p. 194.
324 Cf. Mayer (2002), p. 173.
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To facilitate the tracking of the described process, the above-mentioned steps in the

analysis are outlined in an example that is based on excerpts from one interview:32s

1. Transcription

| Interviewer (a) I Findings

Interviewee (b)
la 13:30
[b 13:41
a 3:56
b 412
a 4:20
b [ 5:40
a 624
6:26
| | 6:40
la 6:45
7:35

' Question (2)
Answer (1)
Intervention (~)
(?)
Are the depicted items also items that you identify as issues in company
| succession or are there items that have not yet been included?
(0]
If you just think about the problems, what are potential problems that could

| actually occur in company succession?

(=)

Interviewer explains the principal-agent theory.

T

Interviewee begins by looking over the handout intended as an introduction
and starts his answer as follows: “Generally speaking...”

| The interviewer intervenes (see finding 4:20).
(-)
The interviewer explains the importance of thinking in the assigned role
(transferring party).
[0
The only thing that confuses me is that nowhere in entrepreneurial perso-
nality — irrespective of the perspective that is considered - is the subject of
content qualifications included as in issue. Instead, there is only an inquiry
about the subject of business qualifications.
| find that very fascinating because if you look at the matter, good entrepre-
neurs also usually understands their business. | know that very well because
| have two business segments in the company. And the one business area is

much easier for me because | understand something about it.

So that is what you mean by content qualifications?

Not the business qualifications, but really the content qualifications.
The actual business that is run there, irrespective of whether it consists of
production or services.

| That was the only thing that confused me.
(~)
Interviewer points out that the subject of content qualifications was raised in
the focus group discussion. But its participants always categorised it as not
relevant. Above all, representatives from banks said that one can learn the

content within the framework of a succession process.

ik

I'll tell you very specifically where we always have a problem:

Our business model is actually a very good business model, namely positio-
ning the after-sales area in our business profitably, and that is solely because
we have too little insight into the actual “doing”.

You can only achieve this by standing on the outside and saying how long
it takes to tighten the screw in order to attach the cable... and if you cannot
do this yourself, you will never be able to develop relevant key performance
indicators because your specifications will not be correct.

325 The outlined interview analysis process applies to each guided interview in this dissertation. Furthermore, refer-

ence is made here to Mayer who points out that no definitive interpretation of interviews can occur in a qualita-
tive analysis of content [Mayer (2002), p. 46].
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a 7:56 )
Interviewer asks whether it could be a problem if you do not have any un-
derstanding of the operating business.
b 8:00 (0]
Yes, because you would be simply clueless. Then you can hire an expert. But
to what extent can you trust an expert? How well can he/she assess all of
that? Because you are talking about very specific things.
8:14 Good, | find it interesting that they dismissed all that.
a (~)
The interviewer confirms that iterative findings are the logic and purpose of
the methodological procedure in this dissertation.
b 8:20 0]
Getting key people on board: very important
8:24 Ability to generate enthusiasm: very important
Ensuring credibility, ability to communicate: very important
831 Business gualifications: very important
b 8:35 (=)
Interviewee concentrates on the provided material.
9:02 0]
That all sounds very plausible. | have addressed all these subjects. I've done
so very extensively in the execution. And it is a very important point as far
as | see it: entrepreneurial personality. How well can you get key people on
board? How well can you achieve credibility, which is also critical with re-
spect to employees?
b 9:30 ()
Interviewee reflects on phase 3 of follow-up work.
9:51 That all sound very logical to me. | had to deal with all these things myself. |
can't think of anything that would lead me to say “whoa, you totally forgot
a critical area here."”
a 10:02 ?)
What about the content qualifications?
b 10:04 o
That was the only thing that made me wonder. Because | would have rated
that very highly in this case.
a 1415 | (?)
When you think about credibility from your perspective as an acquiring
party, as we had before, do you ask, can we trust the business case, can we
trust the numbers?
b 14:44 (0]
| find it hard to put myself in the situation at the moment. | obviously want
to look at it in a greatly differentiated way. This is because acquiring a com-
pany is somewhat different from company succession if you project this
situation onto me and my father. When | try to put myself in both positions,
you obviously have more credibility with the numbers in the case of family
succession. This makes a distinctly less important problem because you are
much closer.
a 15:21 (~)
Interviewer clarifies once again the role that the interviewee should assume
| and moves to the consensus: Successor within a family buy out.
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b 17:32

)

Subject of credibility in the scenario that | continue my father's business and
become the successor. Even this brings up the topic of credibility — with my
father and with the family because personal interests naturally play a role.
Everyone attempts and attempted to secure certain benefits, i.e. in the area
of egoism and the extent to which people can be trusted. That could alrea-
dy be seen in the many years of the staff member-employee-colleague rela-
tionship, in which you are also dependent on - since they should also assist
you. That was an issue, which also moved very strongly in the direction of
the family since many details are discussed in such company successions.
Even if you look critically at everything that has occurred over 20 years. And
things are relatively difficult to evaluate in a due diligence. Because there are
many more power positions.

a 19:28

?)
So in terms of possible solutions, this is about the extent that details were
identified to the point of being discussed or they were suppressed.

b 19:45

a | 20:36

b 21:06

21:30

o)

Both. This also depends on the transferring party and things come full cir-
cle since the credibility of the transferring entrepreneur is actually critical in
deciding the extent to which you gain an insight. | do not have any specific

| solutions for this, and | am being very honest when | say that.
()

So the only thing that works is to speak about the subject or suppress it?
M

Yes, definitely. It was also a topic for my siblings (comment: this refers to the
role of the father). That was naturally a major subject. The installed power
holders were obviously the people who extensively attempted to defend
their interests and avoid transparency. To ensure intransparency. That was
obviously a major topic.

A possible solution for these power holders, who may also view themselves
as endangered in such a transfer, would be not to talk with them. That could
be a solution. That means | go one level below and ask their representative.

Figure 42: Transcription of an interview (excerpt)

Source: Author's chart.
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2. Extraction/Paraphrasing

The transcripts in the form described above are the basis for extraction or paraphrasing;

tables in the following form were used as the basis for extraction and paraphrasing.

| Addressed
aspects

Credibility (issue)

Credibility
(solutions)

Figure 43: Extraction and paraphrasing of a transcribed interview (excerpt)

Find-

| ings

17:32

21:30

Source: Author's chart.

3. Summary

Quotation or paraphrased quotation (extraction)

... in the family because personal interests are
obviously always involved ...

Since many details are discussed in such company
successions ...

And things are relatively difficult to evaluate in a
due diligence. Because there are many more power

| positions.

A possible solution for these power holders, who
may also view themselves as endangered in such a
transfer, would be not to talk with them. That could
be a solution. That means | go one level below and
ask their representative.

Paraphrase

Family

Conflict of interest
Details are spoken
about

Mo due diligence
This involves power
positions

Leave power holders
(e.g. siblings) out of
negotiations. Speak

with representatives
Unemotionally criti-

cal consideration of

the structures

On the basis of the paraphrased material, content summaries were prepared according

the system depicted below.326

326 The following figure shows the element/issues of credibility in the preparatory phase as an example.
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Preparatory phase, issue

Credibility

Transferring party Acquiring party

Risk Family

Conflicts of interest

Details are discussed

Mo due diligence

This involves power positions

Solutions

Unemotionally critical consideration of the
structures because much has automatically
slipped in over the past 20 years

Leave power holders (e. g.: siblings)

out of negotiations.

Speak with representatives.

Figure 44: Sample summary from the extraction and paraphrasing of a transcribed interview

Source: Author's chart.

4.7 Interim results of expert interviews

The guided expert interviews are summarised in the following sections. As already de-
scribed in other places, a total of nine interviews were conducted. These have been sub-
divided equally into three groups:

= acquiring party before the transfer
= acquiring party after the transfer

= transferring party after the transfer

Summaries are presented for each of the referenced groups in the following section. The
summaries represent the respective aggregate result of the interviews conducted in the
group. They serve as a basis for the determination of the possible solutions at a later point
in time. To improve the ability to track the results and in particular to practically utilise
them for determining the solutions, the summaries are broken down on the basis of the

research model as follows:
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= Phase 1: Preparation
= Phase 2: Execution

= Phase 3: Follow-up work

In each of the referenced phases, the important aspects of the interviews are subse-
quently worked out on the basis of the respective summary. Furthermore, the findings
are differentiated into those that reflect the role of the transferring party or acquiring
party on the one hand and those related to the risks or possible solutions on the other

hand.

4.7.1  Summary of Group 1: Acquiring party before
the transfer

The model developed up to now in this dissertation is basically accepted within the
group. This means that the researcher’s fundamental structure for the process of the
transfer and/or the identified issues remains basically valid. Redundancies have arisen for

individual issues, which will be referred to in the respective passages.

Within these phases, the results of the interviews can be described as follows in terms of

the individual issues:
Preparatory phase

In this phase prior to the transfer, the acquiring party group faces multiple issues that

contain risks or require possible solutions.

A lack of credibility can lead to disappointment on the part of the acquiring party. In ad-
dition to being viewed by the interviewee as a particularly important issue, this lack may
contribute to the failure of the company succession project. According to the respond-
ents, the issue can only be solved in this case when there is a certain degree of basic trust —
such as in a family relationship. Furthermore, prior to the actual transfer, the acquiring
party should be clear about actually wanting to acquire the company on both the mental

and financial level.

According to the respondents in this group, a lack of self-reflection is a major issue that
can prevent the finding of a realistic existing situation. This ultimately can lead to a loss
of reputation or other damage to the company. Approaches for addressing the issue can

be the development of a management group around the entrepreneurial personality or
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an emphasis placed on responsibility. For example, this can be achieved by establishing
a family code or continuing the tradition of the company’s name. Furthermore, the ac-
quiring party should allow for sufficient time in finding his/her role. The group associates
the factual accuracy issue with the self-reflection issue. Within this context, there is a
reference to the importance of being able to track or document matters related to deci-
sions.

The interviewees viewed entrepreneurial character another issue, also with regard to their
willingness to be intensely involved in the company on a personal level. Possible solu-
tions can already be found “entrepreneurial training,” which can already lay the ground-
work from early on in terms of entrepreneurship. Furthermore, it is important within the
family to make clear decisions in favour of the company or to be loyal to the family. Fam-

ily meetings on a regular basis can serve this purpose.

A lack of business qualifications can be seen as a major risk of failure. Consequently, the
interviewees explain that it is important to understand the business model and that the
likelihood of bad decisions is greater if the successor does not have a high level of educa-
tion or an affinity for numbers. The corresponding business training and practical expe-
rience are important as possible solutions. In this process, it is also critical that the suc-

cessor has access to relevant controlling criteria.

From the interviewees’ perspective, the personal environment or a stable life plan are sec-

ondary. However, a stable life plan can be seen as very beneficial.

Company succession should be established as a conscious decision. In this regard, the
family may be viewed as a main support and intrinsic motivation that can be mobilised

through practical prior experiences in the company, for example.

Finding a timely inheritance arrangement becomes the centre of attention as an issue
when it involves handling issues such as unexpected deaths or disputes; the related rules
should be established early on and with the inclusion of all participants. The 5- and 7-year

model of optimised inheritance tax law can be specifically mentioned here.

The larger the number of affected parties within the context of the acquisition, the greater
the risk represented by inclusion of the area in question will be. Nonetheless, it is already
necessary to hold discussions when there are just two people involved at an early point
in time and in a transparent manner. If there are multiple affected parties such as dynas-

ties, orderly formats can help with participation.
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The business model’s sustainability is the basis for the continued existence of the enter-
prise. In order to counter the risk of failure within this context, the willingness to pursue

innovation is vital.

The willingness to include external parties, such as business consultants, was a subject of
controversial discussion within the scope of the interview series. There was agreement
regarding the use of tax and legal advice. On the other hand, there was disagreement in
the area of classic business consulting such as innovation and process consulting. This
poses the risk of losing one’s own competence or an imbalance between the costs and
benefits. Consulting services should therefore be used in a meaningful and supportive
way, although importance should be placed on an open and honest communication cul-

ture in both directions.

A defined transition plan appears to be standard in order to help the successor gain recog-
nition from the employees or allow the successor become familiar with the business
model and processes in due time prior to the transfer of the company. An adequate pe-
riod of time should be planned for this purpose in order to learn about the company,
ensure harmony between the transferring party and the acquiring party and ultimately
allow the successor to grow into the role of the acquiring party. The transferring party

can adopt his/her role within this context as a kind of advisor.

The issues designated as complete financing-related business case, earnings power of the
company, financial transparency and neutral company valuation are combined theoret-
ically by the interviewees. These issues are not seen as risks by the interview partners since
transparency on the financial aspects, the company’s earnings power, financial transpar-

ency and neutral company valuation are considered to be obvious.
Execution phase

A central aspect of the execution phase is the ability to generate enthusiasm; otherwise,
there is a risk of losing important employees and therefore know-how. In order to pre-
vent such losses, it appears adequate to include employees in the relevant processes early

on or actively manage the flow of communication and information.

Ifitis not possible to achieve credibility during the execution phase in another issue, there
is arisk that the loyalty of the employees will decline and aspects such as customer loyalty
will decrease. In addition, relationships to other stakeholders such as banks and investors
may deteriorate. It is therefore advisable to establish or maintain credibility through in-

tensive communication measures, particularly through strategic planning.



4.7 Interim results of expert interviews 113

A failure to communicate can cause stakeholders and particularly employees to be lost

along the way. This is why communication should always be open and targeted.

During the execution phase, the commercial qualification as an issue plays a critical role
in avoiding misinterpretations of the actual business situation. Qualification measures or

case-by-case professional support through external advisers can be beneficial here.

The initiation of changes can lead to a lack of understanding if their logic cannot be fol-
lowed by a third party. In this regard, it is necessary to make changes carefully and carry
them out or communicate them systematically by including the participants. Adequate
forums should be created for this purpose.

The issue of the symbolic act is seen as an immaterial issue by the interviewees, so neither

risks nor solutions are outlined here.

The desire to define the company culture is a central matter during the execution phase.
This involves the risk of losing the understanding of the employees. This is why the focus
should be on what is a good match for the person and the company, as well as explaining

and living the essential aspects of this.

Competencies that are not clearly assigned can cause participants to act in opposition to
each other or lead to murky circumstances. The competencies should therefore be clearly

assigned and documented.

Similar to the preparatory phase, the inclusion of external advisers can be evaluated with

regard to risks and possible solutions in the execution phase.

It is necessary to ensure appropriate finance controlling; otherwise, there is a danger of
not being able to understand the current business situation and/or risks. Suitable moni-

toring systems should be used here and also function as early warning systems.

In terms of banks and the market, timing plays an important role. Long-term cycles (5-7

years) are an effective solution in this case.
Follow-up phase

In the follow-up phase, the focus moves to the aspect of credibility since there is a risk of
harming the trust-based relationship with banks, investors, employees, clients and sup-
pliers. A clear strategy is to have a high level of personal dedication and economic success
ultimately supports credibility in the follow-up phase.
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The acquiring party group did not declare a strong hands-on mentality to be a major issue
before the transfer of the company. However, detailed controlling and sophisticated

quality management are mentioned as possible solutions.

A lack of learning ability can lead to errors not being identified. Therefore, it is necessary

to be open and willing to change.

The company’s reputation at banks as a possible issue did not lead to any noticeable risks

in the interview group. Information on banks should be adequately provided.

In addition to the discussed issues, reference was made to the fact that it is necessary dur-
ing every phase to keep an eye on all of the business processes and projects without losing

the general overview.

4.7.2 Summary of Group 2: Acquiring party after
the transfer

Among other factors, the interviewees in the second interview series were distinguished
by having actively experienced the time period of the acquisition and/or completed it. In
comparison to the results from the first interview series, this is why these talks are char-
acterised to a large extent by being significantly more specific or more systematically fo-
cused on the entire process of company succession. The results of the interviews with the

acquiring parties after acquisition are provided in the following section:
Preparatory phase

The test persons agree that the issue of credibility is very significant in the process of com-
pany succession. Possible risks can be seen in the family involvements of the participants,
which can lead to loss of reputation or even the failure of the project. In order to prevent

the outlined risks, various solutions were identified:

= checking the previous family or business relationships
= resolution of structures; retreat to the factual level

= clear definition of all process participants in company succession

The group views the issues of self-reflection and factual accuracy as linked to the issue of
credibility. A lack of self-reflection contains the risk of misunderstanding the actual situ-

ation, the acquiring party loses his/her roots or overestimates himself/herself. Possible
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solutions include improving his/her qualifications (both professionally and methodolog-
ically) and/or hiring trusted persons or inspecting the numbers, data and facts critically

and honestly on the basis of the scenario or business case methodology, for example.

An entrepreneurial mindset is critical for achieve a balanced mixture of willingness to
take risks, motivation and decision-making ability. These facets of an entrepreneurial
mindset may already be present, but can also be trained in the course of personal devel-

opment.

A lack of business qualifications as an issue can cause significant numbers not to be in-
terpreted correctly or lead to a dependency on advisers if the acquiring party is not qual-
ified. In this regard, it is vital to learn the important key performance indicators in busi-
ness and how to interpret them, to be cautious in the selection of advisers and manage-

ment staff and ultimately not to completely deny the personal gut instincts.

The risks of an unstable life plan are sometimes seen in the fact that the acquiring party’s
performance declines within his/her role. Possible solutions for this are a conscious
awareness of the closer family environment as a place of refuge or stabilising factor,

which is also referred to by the catchword of work-life balance.

From the perspective of the interviewees, a conscious decision in favour of company suc-
cession is not a significant issue, but viewed as more of a gradual process with a virtually

existing decision at its start.

Inheritance arrangements are considered to be very important as an issue since decisions
that have been made or not yet made can represent risks for the company, which also has
an effect on jobs. When the participants — especially the successor — are included, ar-

rangements must be made in due time regarding terms of inheritance tax law.

The test persons viewed the inclusion of the affected parties as something that is obvious.
An open and prompt communication with the closest parties is considered to be prom-

ising for success.

The sustainability of the business model is an important issue since the lack of a concept
will lead to the failure of the project. A significant possible solution is to define a clear
strategy or pilot new approaches, as well as to critically question the existing business

model on a regular basis in the final analysis.

In reference to the issue of openness for external support from advisers, the statements

coincide with those of the first test person group (acquiring party before the transfer) in
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terms of risks and possible solutions: In highly specialised areas such as tax and legal con-
sulting, they strongly recommend advisers but the group is also in agreement here that

the company should have at least a basic understanding of such topics.

A defined transition plan is an important issue since a possible risk may be that the suc-
cessor refrains from the acquisition if the transition is not clearly scheduled or that the
successor will not be accepted by the employees as a legitimate successor. The interview-
ees agree that the transition schedule must be specified, but there is no agreement as to

the amount of time that is required for the transition schedule.

The issues of complete finance-related business case and company’s earnings power, as
well as financial transparency and neutral company valuation, are intertwined: The un-
derstanding and seriousness of the given business case are definitive for addressing risks
such as inheritance tax problems or even hidden profit distributions. This ensures the
continuation of the company’s earnings power. In this regard, it is necessary to make de-

cisions on the basis of reliably calculated numbers without ignoring the emotional level.
Execution phase

A lack of enthusiasm can lead to the loss of key personnel, which applies to both man-
agement and employees. Possible solutions can be to increase presence at the company

at an early point in time and encourage communication within the company.

From the perspective of the test persons, the issues of establishing credibility and com-
munication skills are closely connected to each other. Communication skills are consid-
ered to be a possible solution for the issue of credibility; a lack of communication skills
prompts a loss of credibility with stakeholders. In this regard, open communication that

is based on numbers, data and facts is advisable in the execution phase.

Business qualifications are important for the correct interpretation of numerical data and
preventing a loss of trust at institutions like banks. The qualification is important in order
to not end up in a position of dependency on advisers, for example. A possible solution
can be to constantly develop individual qualifications, pay attention to making the right
adjustments and engage advisers at the right time or use industry-specific key perfor-

mance indicators.

The initiation of changes is important from the interviewee perspective since the com-
pany may encounter difficulties if changes are not made. However, changes should al-

ways be made with sound judgement so that employees do not become overwhelmed.
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The interview group does not consider the symbolic act to be important.

Defining the company culture is not a major issue from the perspective of the test per-

sons.

A clear breakdown of competencies is an issue that should be addressed. Otherwise, it
may lead to the transferring party and acquiring party being played off each other or the
company’s previously clear direction getting lost. Possible solutions are a clear definition

of responsibilities, e. g. a separation between the technical and the business management.

External support from advisers is viewed analogously to the preparatory phase, i. e. sup-

port is necessary in the specialised area (legal and tax consulting).

An adequate financial controlling should be enacted in the execution phase. Attention
must be paid to having instruments that actually reflect what is necessary for the com-
pany’s streamlined and transparent controlling. Otherwise, there is a risk of losing sight

of processes in the company and the market as a whole.

Timing with regard to banks can lead to bringing the banks on board when it is already
too late. Consequently, adequate timing on the basis of streamlined controlling and the

defining of responsibilities, i. e. passing the baton, is advisable with regard to banks.
Follow-up phase

In the follow-up phase, the issue of establishing credibility involves generating enthusi-
asm among stakeholders for the company and for the actual acquiring person. This en-
tails transparent communication, visiting key stakeholders, appearing in person and act-

ing in a publicly effective way.

Balance in the hands-on mentality is critical in order to show proximity to the daily busi-
ness, but without overwhelming employees by sidetracking them or decreasing their mo-
tivation, for example. Possible solutions can be a defined project sequence and the acquir-

ing party’s ability to set priorities.

The ability to learn with regard to the transition process plays a subordinate role. There
is a risk that the acquiring party will fall prey to the belief that he/she does not need to
learn any more since he[she already has enough experience. Possible solutions are con-

stant self-reflection, also triggered by an exchange with third parties.

The company’s reputation at banks is a clearly important factor; otherwise, the company

may end up in financial difficulties. A possible solution is systematic communication.
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In addition to the presented and discussed issues, it is possible to extract the following
issues as being essential: For the preparatory phase, the issue of content qualification
(field-specific: product and market) has been identified. This ensures that the acquiring
party will have a sufficient understanding of the business model from the beginning since
he/she would not be able to correctly set the company’s course without it. In addition to
theoretical qualifications, possible solutions could also be to obtain practical qualifica-

tions within or outside the company.

4.7.3 Summary of Group 3: Transferring party after
the transfer

The analysis of this interview series showed that the phase model with its issues is funda-
mentally relevant. The follow-up phase, which hardly plays a role for the transferring
party after the transfer, should be mentioned here. The results of the interviews with the

transferring party after the transfer will be presented in the following:
Preparatory phase

In the preparatory phase, the issue of credibility entails potential risks especially when
the phase of preparation is relatively short. As a potential solution, the interview partners
from this group listed the inclusion of clear metrics that are suitable for reflecting relevant

aspects of the transfer.

An inability to self-reflect bears the risk of failure in the succession process and suggests
the transferring party’s personal disappointment. A possible solution is the inclusion of

closely related persons and taking action without emotional involvement.

The issue of factual accuracy can entail the risk that significant issues are not included in
the contract because excessive factual accuracy can lead to leaving out certain aspects. It
is therefore necessary to subject significant aspects to an ongoing examination and for-

mulate contracts very specifically on this basis.

The group of interviewees agrees that the entrepreneur’s habitus is also retained in the
transfer process. In this regard, there is a risk that the transferring party cannot separate
himself/herself from the company. A possible solution is a clear definition of roles and

objectives in the forthcoming transfer.

Business qualifications must not be underestimated from the transferring party’s point of
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view; otherwise, there is the risk that numbers, data and facts will not be interpreted cor-
rectly within the scope of this one-time transaction (which means the transfer). A possi-

ble solution is using the company’s own qualified personnel or external advisers.

From the transferring party’s point of view, a stable life plan cannot be described as rele-

vant.

According to the interviewees, the issues of conscious decision in favour of company
succession, timely inheritance arrangement and inclusion of the affected people are re-
lated. The transferring party believes that it is important to prepare the succession in due
time and with the inclusion of his/her trusted persons on the basis of a conscious decision
so that risks such as disputes within the family or financial challenges such as inheritance
arrangements are addressed early on. Contracts that are mutually agreed upon and pre-

pared in due time can help in this situation.

The sustainability of the business model is considered to be important. Within the con-
text of succession, the sustainability of the business model plays a major role since the
transferring party is usually very interested in the long-term continued existence of the
company. Otherwise, he/she faces the risk of personal losses regarding reputation and
image. An effective solution may be seen as having the transferring party carefully pre-

pare the succession.

The issue of open for external support from advisers is defined by the transferring party
as an issue to be addressed. It bears the risk that advisers are included too early in the
process, which focuses attention on matters of secondary importance and causes the par-
ticipants to lose sight of the actual goal. This is why advisers should be included carefully,

particularly in the specialist areas of taxes and law.

If the transition schedule is not defined, the transition may become a never-ending story,
which could lead to more intense personal and psychological strain for the transferring
party. It is therefore necessary to discuss adequate time periods during the transfer; the

transferring parties mention 1-2 years as ample.

The issues of complete financing-related business case, company’s earnings power and
financial transparency do not play a role from the perspective of the transferring parties;

they view the acquiring party as responsible for this.

A neutral company valuation is the basis for the transaction, particularly in the case of

sales, according to the transferring party. Otherwise, the transfer may fail. Possible solu-
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tions include standard multiple key performance indicators in the industry and due dili-

gence.
Execution phase

The ability to generate enthusiasm is viewed as an important issue in the execution phase.
The perspective of the transferring party also sees a risk that the knowledge and know-
how, as well as the loyal employees, will be lost. It is therefore necessary to keep employ-

ees updated in the execution phase and take possible their concerns and needs seriously.

The transferring party considers it necessary to ensure credibility and views communica-
tion as essential since there is a risk that the main contact from the stakeholders’ perspec-
tive will be lost. As a result, a trust-based relationship that may have been developed over
many years will run into difficulty. This is why every effort should be made to direct com-

munication to the appropriate channels in a prompt and timely manner.

Business qualifications as an issue are important for the transferring party; otherwise, the
project may fail shortly before the transfer is achieved. Consequently, it is necessary for
the transferring party to stick to the numbers, data and facts until the transfer has been

completed.
The acquiring person is responsible for an initiation of change.

The group of respondents overwhelmingly agreed with regard to a symbolic act in that
this is not an issue in terms of the study. Nonetheless, there are different expectations

regarding a dignified departure.

According to the transferring party, the character of the business culture represents a rel-
evant issue since the acquiring party wants to know for sure that the existing business
culture will not be turned upside down. Otherwise, there is a risk that important employ-
ees, customers and suppliers may stop doing business with the company. Possible solu-
tions include job guarantees, guarantees that the company will not move and a solid gut

feeling with regard to the acquiring party.

A clear division of competencies is defined uniformly as an issue since it contains the risk
of wrangling over competencies in the transition phase and causing disturbances be-
tween the transferring party and the acquiring party on an interpersonal level. Solutions
to this are clear contractual provisions or defined transitional processes in which the

transferring party remains operationally involved.
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Support from external advisers in the execution phase is viewed by the treated group

(transferring parties after transfer) in the same way as it is in the preparatory phase.
The same applies to adequate financial controlling.

In terms of timing with regard to banks, this has been called an important issue in the
execution phase. There are risks that different entitled groups will lose confidence in the
future viability and management of the company when they reach an advanced age. Ad-
dressing the succession process early on is one possible solution; in this case, internal and
external succession candidates should be included at an early stage. The knowledge im-
plicitly present in the transferring party should be secured for the company over the long

term in combination with a knowledge management system.
Follow-up phase

The follow-up phase does not play an important role for the interviewees. This fact is also
seen as an indication that the transfer has succeeded. It is also worth mentioning that the
follow-up phase reflects the passive role of support by the transferring party with regard

to the issue of reputation in the role of an adviser, for example.

4.8 Third survey of qualitative date:
Expert interviews Il

4.8.1 Procedure for expert interviews

The reflection on the expert group is also conducted methodologically by using expert
interviews. The methodology for the expert interview was already described in detail in
section 4.6. In particular, the criteria according to Merton and Kendall for the optimal
execution of the guided interviews are decisive for the selection of interview partners in
this setting. This resulted in the following three conversation partners for the expert in-

terviews:
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[I | Role Function Industry Comments
I, | Expertin Head of succession | Bank The expert is characterised by the fact that
actual business | management he/she has supported a number of transfer
processes from a bank-specific perspective.
L | Expertin CEC Bank The expert is characterised above all by the
actual business fact that he/she has already supported a
number of transfer processes from a bank-
specific point of view.
I; | Expertin Member of Research The expert is characterised above all by the
science management board fact that he/she has proven his/her credenti-

als in the area of company succession.
Besides his/her scientific expertise, the ex-
pert is characterised by the fact that he/she
has actively supported a number of company
sUCCessions.

Figure 45: Sample of expert group

Source: Author's chart.

The following section summarises the results of the expert interviews. The focus is on
determining the extracted, concrete alternatives for action, categorised by the three
model phases of preparation, execution and follow-up work or the specific transferring

party and acquiring party roles within the scope of the succession process.

4.8.2 Interim results of the expert interviews

Preparatory phase
Acquiring party

Within the context of the appropriate extended trust solution, the recommendation is
that the acquiring party raise his/her profile among the stakeholders — especially the
banks. This may take place through personal conversations initiated by the acquiring

party, which are prepared systematically in view of the acquisition.

Within the context of readiness for a decision, the experts specify aspects that can be cat-
egorised in a paradigm of “can, want or may.” Professional expertise, intrinsic motivation
and experience play a role here. From the acquiring party’s perspective, reverting to the
factual level or a critical view of the figures, data and facts can be challenging. One solu-
tion is the use of suitable communication models. A clear definition of roles is closely
associated with the use of a suitable communication model since it is already necessary
in the preparatory phase to clarify which roles will be assumed in the transfer process. A

management group ideally consists of people who come from the inside (above all, with
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regard to the aspect of continuity) and from the outside (above all, with regard to intro-
ducing new ideas) and those who are trusted by the acquiring party. There is a recom-
mendation to align the size of the management group with that of the company in this

process.

From the acquiring party’s viewpoint, a family code can prepare the succession if the code
is designed specifically and pragmatically. In the preparatory phase, the qualification of
the acquiring party can begin very early (vocational training and university). This estab-
lishes it within the context of the specific acquisition. The continuation of the company
solution appears to be insignificant to the experts, which is why no alternatives for action

will be discussed here.

The documentation of decisions solution is highly significant for the acquiring party.
Concrete recommendations for action are suitable documentation systems, as well as the
organised and protocolled exchange with the parties involved. The solutions of entrepre-
neurial upbringing or making joint decisions within the family circle do not explicitly
help to determine concrete recommendations for action. They are even viewed as an im-
pediment for the succession processes. The solutions referred to as learning to interpret
key performance indicators and access to relevant controlling criteria lead to the recom-
mendations of already concentrating on the right key performance indicators and, in par-
ticular, possessing significant knowledge in the analysis of balance sheets before the ac-

quisition.

From the acquiring party’s viewpoint in relation to the context of gaining practical expe-
rience, the recommendation is for him/her to acquire personally acquire expertise or con-
sult external expertise prior to the acquisition. This relates to both professional and inter-
disciplinary competencies. From the acquiring party’s perspective, it is not possible to
derive an actively controlled recommendation for action in the solutions of the 5-7 year
inheritance model or the prompt setting of an agenda. Within the context of timely com-
munication with the people around him/her or proper formats of participation, it can be
recommended that the acquiring party communicates with those close to him/her at an
early stage and in a transparent manner to achieve a consensus on the acquisition in this

phase.

Within the context of openness for innovation and the strategic process, the recommen-
dation is for the acquiring party to selectively introduce innovations and concretely
demonstrate this step with figures. In relation to the controlled use of advisory services,

it is recommended that the acquiring party take advantage of such services in due time.
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This especially applies to the area of tax and legal services that are specialised in succes-
sion processes and can provide services from a single source (e. g. organised as a profes-
sional partnership). The acquiring party is advised to introduce a specific transition
schedule with defined roles for the transfer process. One specific measure can be mile-
stone plans that are communicated to all stakeholders. Between the conflicting areas of
figures, data and facts on the one hand and the gut feeling on the other, the recommen-
dation is for the acquiring party to observe both without neglecting either of them. In
concrete terms, the figures should be checked and analysed before the acquisition while
the acquiring party should also listen to his/her gut feeling with regard to believing in the

company’s future viability.
Transferring party

Within the context of unambiguous measurement criteria and due diligence or multiple
key performance indicators, it is recommended that the transferring party relies on a few
significant key performance indicators and/or precedes a due diligence process solely
with a letter of memorandum. Closely affiliated persons should be appropriately in-
cluded in an unemotional atmosphere, which can benefit from the suitable communica-

tion models.

The solution referred to as an ongoing check of transfer-relevant points appears to be
insignificant from the transferring party’s point of view in the preparation phase. A clear
definition of the roles and goal leads to documented organisational and procedural or-
ganigrams. Furthermore, it is also recommended on the basis of these organigrams that

the transferring party obtain advisory services wherever needed.

The solutions referred to as qualification and/or use of internal qualified staff or external
advisers appear to be self-evident. It is essential that the transferring party contributes
his/her expertise in the preparatory phase by externalising implicit knowledge, for exam-
ple. A recommendation for action by the transferring party within the context of joint
and timely fixed inheritance arrangements is the presentation of a concrete proposal. The
transferring party can prepare the succession by conducting conversations on a regular

basis with stakeholders, for example.

The solution designated as limited use of advisory services in highly specialised areas
should prompt the transferring party to obtain tax and legal advice prior to the transfer.
Similar to explanations on the transition schedule and roles solution, the transferring
party can ensure that milestones with clearly designated roles define significant steps of

the transfer, for example.
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Execution phase
Acquiring party

During the execution phase, it is necessary to address the inclusion of employees in rela-
tion to strategy and figures, data and facts on suitable values with regard to communica-
tion. In particular, meetings on a regular basis and strategy rounds can also help to turn
the affected parties into participants. Qualification measures or the specific use of exter-

nal parties appear to be unnecessary as a desirable solution with respect to the acquiring

party.

An acquiring party is experienced as authentic if his/her words and actions are harmoni-
ous. In case of doubt, the recommendation is to promise less instead of setting lower
goals. The structural and procedural organisation is a solution in the execution phase
from the acquiring party’s viewpoint. These aspects should be specifically documented
in the business plan and have roles assigned to them. Analogous to the preparatory
phase, tax and legal advice can be obtained in highly specialised areas of tax and legal
advice within the context of an open communication and limited use of advisory services.
Suitable team-building measures also appear to be expedient, especially within the con-
text of communication. The appropriate monitoring or early warning systems should be
designed in such a way that the acquiring party focuses on liquidity planning and/or man-
agement, as well as order forecasts, preliminary calculations and follow-up calculations.
Qualitative aspects will also accompany this in the ideal case. Banks should be proactively
included in the execution phase by holding annual meetings with them and preparing

status reports, for example.
Transferring party

Above all, communication with employees and communication through the proper
channels should focus on positioning the acquiring party in an adequate manner. This
also applies to other stakeholders such as banks and suppliers. The transferring party
should assume his/her role as a sparring partner with respect to the acquiring party in
view of the figures, data and facts. An employment and location guarantee is not an ade-
quate solution, but it is desirable to give the transferring party leeway within this context.
A clear contractual arrangement with regard to the operational involvement of the trans-
ferring party can specifically be included as an adviser or in the form of advisory services
over a clearly defined time period. A moderated transfer process can be initiated by the
transferring party; for example, a recommendation for action could be acquiring external
coaches. The timely addressing of succession candidates or securing of knowledge via a
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knowledge management system can be initiated by the transferring party. This can be
done by implementing a moderated assessment or setting up an orderly knowledge man-

agement process, for example.

Follow-up phase
Acquiring party

It is recommended that the acquiring party exhibit a harmony of words and actions to
maintain the stakeholders’ enthusiasm — during the follow-up phase in particular. In con-
crete terms, the acquiring party is advised to especially show dedication and presence in
the early phase of completed succession. This should occur with due regard to a work-
life balance. Another recommendation within this context is for the acquiring party to
generally distance himself/herself from the daily business and successively assume the
bird’s eye view. In concrete terms, this can be accomplished by clearly separating what
may have been the main emphasis of the work up to that time and the current focus of
the management tasks. The solutions referred to as constant self-reflection, exchange
with third parties and willingness to change can be addressed by including rounds of ex-
changes with a real sparring culture on a regular basis. Communication in terms of do
good and talk about it should be prompt and transparent, e. g. by publishing press re-

leases or the initial company results.
Transferring party

Within the context of appointing the transferring party to a board, the establishment of
an advisory board can be recommended. It is necessary to clearly define the time period

of substantial involvement and financial benefit for the transferring party in this sense.
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5 Results

Based on the findings in the expert interviews, specific recommendations for action and
hypotheses will be formulated in this chapter. The recommendations for action and hy-
potheses are always formulated according to the principal-agent theory and use concrete
information from the related literature and/or best practices from actual company expe-
rience. The statements in this chapter are again oriented upon the three phases of the
succession process: preparation, execution and follow-up work. They also include the
role-specific perspectives of the transferring party and the acquiring party: In the first
phase, the acquiring party assumes the role of the principal who engages the transferring
party as an agent to transparently describe his/her entrepreneurial knowledge.3* In the
execution and follow-up phases, there is a reversal of the principal-agent relationship:2
The transferring party becomes the principal who engages the successor to run the com-
pany in accordance with his/her wishes.32

The recommendations for action ultimately result in a concrete model that describes the
succession process from the role-specific perspective. The hypotheses serve as precise

reference points for future research.

5.1 Recommendations for Action

Preparatory phase
Acquiring party

The model according to Schulz von Thun appears to be ideal in terms of suitable com-
munication models. Schulz von Thun describes four levels of communication in his
model:

= factual level
= appealside
= relationship side

= self-revelation.ss©

e

7 Cf. Ciesielski (2007), p. 28.

28 Cf.ibid, p. 29.

320 Cf. ibid.

30 Cf. Schulz von Thun (1998), p. 117 ff.
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The model illuminates communication in its most important facets between the trans-
mitter and the recipient. It therefore seems particularly well suited when considered in
light of the screening solution in the information asymmetry type of the hidden charac-
teristics area within the framework of the principal-agent theory. This is because the
model puts the principal in the position to reduce information asymmetry through ade-

quate communication.33

Content
A
Self-
disclosure Statement Appeal
S w
Relationship
inf H
Transmitter HieHIan Recipient
with four mouths with four ears

Figure 46: The Inner Team communication square

Source: Schulz von Thun (www.schulz-von-thun.de).

Another recommendation for action that can be taken by the acquiring party is initiating
a clear definition of roles. This should be ascribed to the solution of self-selection in view
of the principal-agent theory. In many cases, the transferring party has various roles prior
to the transfer.33 As Schulz von Thun recommends with his concept of the inner team,
the agent should be fully aware of these possible transferring party roles and ask the trans-
ferring party to clearly identify his/her role. This serves as both a confidence-building
measure and also helps to bring the acquisition to the point where a decision can be
made. Schulz von Thun specifically identifies clarification of the inner team’s composi-

tion, a step that can be taken against the background of the transfer situation.333

In the light of self-selection, the acquiring party can also name and/or formally appoint
the appropriate key people vis-a-vis the principal in order to reduce asymmetry in infor-
mation. Within this context, the acquiring party can specifically name present employees
who he/she sees in a future management group. Comprehensive communication with

the transferring party according to Schulz von Thun is once again recommended in this

3 Cf.ibid.
32 Cf. ibid.
3 Cf.ibid, p. 181 ff.
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process. This makes it possible to install the management group according to the criteria
that Collins describes in his study,3+ for example. Collins studied Fortune 500 companies
and only selected companies that had an outstanding performance over 15 years. In re-
searching the influence that management has on the company’s success, he differentiates
between various levels of management qualities. The acquiring party can draw on this
concept when deciding how to select his/her future management group. Collins identi-
fies managers to whom he ascribes level 5 management qualities in his study. Above all,

these managers have tremendous assertiveness coupled with personal modesty.33s

The formulation of a family code or model is also based on the idea of self-selection.
Within this context, the acquiring party acknowledges the continuation of already estab-
lished and practiced company values and standards. According to Homburg, the family
code should fulfil the criteria of model developments¢ in its formulation and contain

statements on areas of the company such as:

® customer orientation

= sought market position

= conduct toward competitors
= quality orientation

= social commitment

= management principals.sy

Here is an especially successful example from the practice: The DORMA Group has suc-
cessfully linked value orientation with developing the competence of its managers.
DORMA — which has its headquarters in Ennepetal and is represented by about 7,000
employees in over 50 countries — produces entry solutions and provides services for
buildings. The corporate group generated sales revenue of about € 1,032 million in
2012[2013. After consulting its employees throughout the company, DORMA formu-
lated its four basic values: integrity, responsibility, innovation and performance. On the
basis of these values, a competence profile was developed for management. The entire

process took place as part of a company transfer.338

In view of the acquiring party’s qualification, the situation is reciprocal in the principal-

agent theory. This means the acquiring party can encourage the acquisition process by

34 Cf. Collins (2001), p. 17 ff.

35 Cf. Collins (2001), p.17 ff.

36 Cf. Matje, A. (1996): p. 85 ff.
%7 Cf. Homburg (2000), p. 21.

38 Cf. Ritter et al. (2014), p. 75 ff.
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means of signalling (this is reserved for the agent/transferring party in the preparatory
phase). In view of the acquisition, particularly suitable training and continuing education
measures can be selected and made comprehensible. In concrete terms, this could mean
that personal profiles focused on technology can be rounded out with management
know-how. Individually designed MBA programmes on company succession are now
offered. Furthermore, people with profiles defined by business skills can enhance their

CVs through phases of practical experience in the commercial area of the company.

The acquiring party is therefore advised to critically check his/her own competence pro-
file and optimise it accordingly. In order to check the competence profile, the acquiring
party can voluntarily undergo a management appraisal specifically tailored to the acqui-
sition situation. The required competencies are reflected in this process. The standard

methods for this are:

= comparison of self-image/external image
= use of performance-diagnostic and personality-diagnostic test procedures

= depth interviews.39

The acquiring party can support the transfer process by installing a suitable documen-
tation system. This does not involve a specific solution in the sense of signalling, screen-
ing or self-selection as part of the PAT, but a process-supporting measure. Systematic
documentation can be handled according to the fundamental plan for project docu-
mentation, which is specifically designed for the transfer process. The most important

documents include:

= contracts
= letter of memorandum
= milestone plans

= protocols of all meetings.

One approach would be to develop a joint data room that is used by the transferring
party and the acquiring party.34°

339 Cf. Gerhardt/Ritter (2004), p. 77 ff.
340 Cf. Dorfel (2002) p. 75 ff.
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In the sense of screening, the principal can primarily counter the asymmetry in infor-
mation in the area of balance sheet analysis. The balance sheet analysis essentially follows

the procedure outlined below:

Collection of information

'

Preparation of information

- )

Calculation of key performance indicators

Y

Comparison and interpretation of result

Figure 47: Steps in balance sheet analysis

Source: Based on Brose/Zwirner (2009), p. 56.

To prepare the actual balance sheet analysis, the relevant information is initially collected
and prepared. The annual financial statements represent the most important source of
information. When interpreting all types of publications, it is important to have a feeling
for subjective distortions. In processing the information, the employed accounting in-
struments are identified and eliminated. The result is the structural balance sheet, i. e. the
adjusted comparison of assets and capital. On this basis, it is necessary to consider what
methods are compatible for calculating the key performance indicators with the available
information. The results of the calculations can be judged subsequently on the basis of

the specified criteria for comparison.3+

4 Cf.ibid, p. 55 ff.
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Another recommendation for action is that the principal communicate early on and
openly with people close to him/her. In concrete terms, the truth of the situation com-
munication model can be used here with the background of the screening solution in

the principal-agent theory.3+2

What is involved?
The topic must fit the occasion
and the objective

History: What are the goals
The transparency of the meeting?

of the history is ey B The main and
important for a R — secondary goals

mutual understanding of the attendees
of the situation! are not all identical!

Who is present?
Does the composition fit the
occasion, topic and goal?

Figure 48: Situation model of Truth of the Situation

Source: Schulz von Thun (www.schulz-von-thun.de).

The purpose is to make the acquiring party’s goals and intentions transparent to the im-
mediate environment, as well as obtaining open and constructive feedback. This can al-
low the acquiring party to obtain previously undiscovered additional information in

his/her effort to acquire the company.

Innovation and strategy can be made useful within the context of a business case. This is
where investment decisions that are pending and therefore in the acquiring party’s area
of responsibility can be made transparent. In particular, the following aspects must be

considered in the design of a business case:

= Itisacomplex company decision that cannot be handled trivially.

= The decision must actually still be open.

342 Schulz von Thun (1998), p. 13 ff.
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= Multiple decision alternatives must be described.
= The business case does not provide any guidelines regarding these alternatives.

= The business case represents the decision scenario completely in fiscal terms.343

In turn, the business case cannot be classified with any solution in the sense of the prin-
cipal-agent theory. In addition to a suitable documentation system, it is a further pro-

cess-supporting aid.

Another specific recommendation for action in the preparatory phase can also be classi-
fied with screening. By consulting advisers in highly specialised areas (e. g. taxes and law),
the principal can obtain additional information. Based on experience, the following cri-

teria should be focused on when selecting advisers:

= accreditation by recognised associations such as the Federal Association of German
Management Consultants (BDU)
= reviewable references in the field of consulting on company succession

= long-standing experience in the topic of succession rules.

Another recommendation can be categorised with the solution of self-selection. The
main points can be established in a milestone plan. This milestone plan can be prepared

with the aid of a Gantt chart, which is presented here as a general procedure:

Milestone few [ cw [ ew [ ew|[ew[cw|cw | cw [ cw
: 3] . Workshop with transferring party, 1 [ [ I [ I il [ [
acquiring party and advisers
I Preparation of the financial plan
. Me.eting with tax adviser
: Planning and negotiating with banks
Management audit by acquiring party
. Qualh.‘i.cation plan by. acqujr]ng .pany.

|| ;B W N

Status workshop with transferring party,
| acquiring party and advisers

8 | Contractual negotiations | _ |
Figure 49: Milestone plan by means of a Gantt chart
Source: Author's chart based on Gourmelon et al. (2014), p. 257 f.

In this process, important milestones regarding the transfer date can be presented to the

transferring party. This practice can be useful for discovering hidden motives and/or

343 Cf. Taschner (2013), p. 15 ff.
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intentions that the agent may have. The milestones serve the operational planning in the

transfer process.3+4

In the preparatory phase, it is in the interest of the acquiring party to check a conclusive
recommendation for action in terms of numbers, dates and facts —but not ignore the gut
feeling. This is critical with regard to screening as a solution in the principal-agent theory.
Specific checklists can be used for this purpose. Checklists are basically focused on fig-
ures, dates and facts.3#s However, observation protocols that are used explicitly for the
weak factor of gut feeling as a criterion in assessment situations are found to be a strategic
criterion for making decisions or occupational and organisational psychology3+6 in areas

such as capital costs.
Transferring party

In the preparatory phase, the transferring party can present a due diligence report in the
sense of signalling in the light of the principal-agent theory. Strategic considerations
should take precedence, especially in the case of a company transfer as proposed by au-
thors such as Herrmann. Among other steps, this entails reaching an early agreement in
a letter of intent and therefore gaining the opportunity of inspecting the data room and

pursuing the prompt inclusion of the house bank within the scope of this process.3+”
Otherwise, a due diligence should always achieve the following objectives:

= demonstrating risks before a company sale
= improving the quality of the financial data

= supporting and improving the transaction process.3+8

Priority can be given to a letter of intent or a memorandum of understanding, which
should contain the following important points from the transferring party’s point of

view:

= formulation of the transfer and/or sales intention

= goals with regard to finances, employees and corporate culture.34

344 Cf. Felden/Klaus (2007), p. 73 ff.
345 Cf. ibid.

346 Cf. Geginat et al. (2006), p. 9.
347 Cf. Herrmann (2007), p. 65 f.
348 Cf. Pomp (2015), p.18 f.

349 Cf. ibid.
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From the acquiring party’s point of view:

= formulation of acquisition and buying intention

= commitment to the achievement of certain goals.3s°

With the background of signalling, the communication model by Schulz von Thun
(truth of the situation) should also be recommended here. In the preparatory phase, it
appears suitable to include closely affiliated people on the factual level. Another rec-
ommendation that can be evaluated as process-supporting is the drafting of unambig-
uous development and process charts. A target concept for a future organisation could
be designed here. This should clearly depict the responsibilities of the acquiring party,
a possible change in the composition of departments and the related changes in the

responsibilities of important key persons for the period after the company transfer.ss

Analogous to the acquiring party, the recommendation can also be made to the transfer-
ring party that he[she should obtain the service of advisers in due time. In the light of the
principal-agent theory, this can be understood as signalling from the perspective of the
transferring party. Furthermore and especially in the light of signalling, the externalising
of implicit knowledge can promote the transfer process. The SECI model by No-
naka/Takeuchi, as illustrated by Volker et al in simplified form below, can be useful

within this context:

Implicit Explicit
knowledge knowledge
of
Wikl Sngialication Extarnalication
knowledse SULiansanis AL G
of

Explicit o —

knowledge Internalisation Combination

Figure 50: The four forms of converting knowledge
Source: Volker et al. (2012), p. 171.

The authors describe the fundamental possibilities in the forms of knowledge transfer,
which also includes the transfer from implicit to explicit knowledge.3s? Especially in the

context of signalling, it could be mentioned that a specific model for the inheritance ar-

350 Cf. ibid.
35t Cf. Fiedler (2010), p. 26 ff.
352 Cf. Volker etal. (2012), p.170 f.
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rangement can prepare the acquisition. In particular, the 5-7 year model should be men-

tioned (cf. section 3.1.7).

Regular communication with all stakeholders of the transferring party is also associated
with signalling in the PAT solution. Proper formats of communication can be useful for
this. Georgsdorf stresses the importance of an integrated stakeholder communication

concept and identifies some instruments for this purpose such as:

= workshops

= personal letters and meetings
® company intranet

" company newspapers

= social media

= business TV.353

Obtaining expertise in the form of advisory services can also be recommended to the
transferring party. However, this is only from the perspective of signalling in the light
of the principal-agent theory. This also involves making information transparent for
the acquiring party by means of third parties. The selection criteria for advisers follow
the above-mentioned recommendations for action from the acquiring party’s perspec-

tive.

Defined milestone plans, including plans with regard to the transfer date, can be catego-
rised with the self-selection solution in the PAT. From the transferring party’s point of
view, it is a good opportunity to examine the acquiring party’s intentions by employing

distinct variations. As described in other places, a Gantt chart can be useful here.

Execution phase
Acquiring party

In terms of monitoring, the acquiring party can underscore his/her suitability as a buyer
through proper communication measures (building a reputation as a particular form of
incentive system for avoiding the moral hazard, cf. section 3.2.4.1 of this dissertation). As
previously described, classic formats of communication also serve as a vehicle. With re-

gard to the acquiring party’s reputation, the recommendation for action is evaluating the

353 Cf. Georgsdorf (2010), p. 52 ff.
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consistency of word and actions. In particular, mutually defining goals according to the
SMART rule is recommend:

= S =Specific

* M = Measurable
= A =Accepted

= R =Realistic

= T =Timed.35+

Another recommendation that can be categorised as process-supporting is developing
an unambiguous structure and/or process organisation as described in Felden/Pfannen-
schwarz3ss The agent can support the process in this phase by consulting advisers in

highly specialised areas, e. g. by using tax and legal advice in specific instances.

In reference to the subject of reputation, team-building measures are also viewed as ex-
pedient. For example, team-building could be conducted with the acquiring party and the
company’s key people since a joint team must be formed here in the future. The optimal
planning and implementation of team-building measures should be worked out with an

external specialised management trainer.3s6

From the acquiring party’s viewpoint, early warning systems must be used in an essential
and process-supporting way during the execution phase. Possible early warning systems

are:

=  SWOT analysis
= scenario technique
= networked thinking

= key performance indicator systems.3s”

The inclusion of banks is also helpful for improving reputation. Annual status meetings
are useful for this purpose. The design of such status meetings involves important ele-

ments:

= latest available financial reports

= forecast

354 Cf. Doran (1981), p. 35 f.

55 Cf. Felden/Pfannenschwarz (2008), p. 55.
356 Cf. Adair (2009), p. 124 ff.

37 Cf. Gomez[Probst (2007), p. 1 {f.
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® innovation projects

= investment plan.3s8
Transferring party

The transferring party can contribute to the acquiring party’s appropriate positioning in
the execution phase by placing the acquiring party in an optimal starting position in the
sense of bonding. In concrete terms, first official visits andor presentations to banks, cus-
tomers and suppliers should be mentioned here. The transferring party can prepare the

path for the acquiring party and actively shape the creation of trust.3so

In terms of monitoring, the transferring party is an optimal sparring partner if he/she
finds the right balance between closeness and distance. A management coach can pro-

vide support here.36°

The inclusion of the transferring party should be clearly regulated. In the sense of moni-
toring, this can occur specifically in the executing phase by setting up a business council.
Kormann argues that it is especially necessary to pay attention to the following aspects

in the process:

= number of council members

= qualification of council members

= appointment and recall of council members
= term of office for council

= revocation of the council

= organisation of the council

= liability of the council

= council remuneration 36!

A moderated transfer process can be useful as a process support. An external supporter
can be meaningful from the transferring party’s perspective if he/she satisfies the fol-

lowing criteria according to Drescher:

= neutrality

358 Cf. Engelbrechtsmiiller/Kerschbaumer (2014), p. 11 ff.
359 Cf. Felden/Klaus (2007), p.186 ff.

360 Cf. Weiss (2003), p. 3 ff.

361 Cf. Felden/Klaus (2007), p. 190 ff.
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= method competence

= experience with the topic of company transfer.362

In terms of monitoring, the securing of knowledge is critical. The model according to

Probst can serve as a basis here.

Knowledge Feedback Knowledge
goals B analysis
/
Knowledge Knowledge
identification : ; preservation

A

Knowledge Knowledge
acquisition usage
4
Knowledge i Knowledge
development distribution

Figure 51: Knowledge spirals in the generation of knowledge
Source: Probst et al. (1999) p. 58.

The model’s outer loop shows what is between the sought development of knowledge in
the company (knowledge objectives) and the measurement of the corresponding success.

The inner loop illustrates the corresponding required areas of responsibility.363

Follow-up phase
Acquiring party

Analogous to the execution phase, the unity of word and actions can be mentioned with
regard to the reputation solution in the principal-agent theory. During this phase, partic-
ular attention should be paid to the work-life balance construct in terms of unifying work

and private life.364

362 Cf. Drescher (2003), p. 56 ff.
363 Cf. Probst et al. (1999), p. 58.
364 Cf. Schnetzer (2014), p. 1 ff.
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When considering the background of reputation, focusing on management tasks is rec-
ommended. <Haga/Ropke describe the evolution of an acquiring party as a learning pro-

cess.
Efficiency
. Routine
Learning 0 Manager
3 Homo oeconomicus

Innovation
Creative Entrepreneur

Interdisciplinary

knowledge + competence
)

Self-evolution

. Reflection |
Leamaing 3 Vision + Energy

Figure 52: Learning cycle
Source: Haga/Ropke (2007), p. 11.

Reflection rounds on a regular basis can support the process. These can take place in the
presence of third parties or without them. The findings on successful communication

according to Schulz von Thun provide guidance here as well.

Especially in the follow-up phase, systematic public relations are necessary with regard
to reputation. Knodler defines public relations as follows: “Public relations are a classic
instrument of corporate communication. The focus here is not on sales promotion but

primarily on supporting and designing relationships with the public.”36s
Transferring party

From the transferring party’s viewpoint, setting up a council in the sense of the principal-
agent theory (control system) can be recommended in the follow-up phase (see details

under the Execution phase).

365 Knodler (2005), p. 19.
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5.2 Hypotheses

A hypothesis is fundamentally understood to be a formulation that describes the corre-
lation or an assumption of a correlation between different matters.36¢ According to

Kromrey, the following conditions must be met in order to speak of a hypothesis.

= It must be fundamentally possible to falsify the hypothesis. For example, this means
that it must be made refutable in terms of content within a research process.

= Multiple hypotheses must be connected with each other on the basis of an internal
logic, 1. e. referring to the same intellectual construct.

= The content of hypotheses must not contradict each other.367

The hypotheses in this dissertation will be presented in the following section.
As already described in other places, this dissertation involves a hypotheses-genera-
ting research project. This means that the previous course of the research has essen-
tially served to outline the derived hypotheses in an understandable way. For the
most part, the hypotheses are based on the following methodological steps and their
results:

= Analysis of the relevant literature
= Focus group
= Interviews

= Expertinterviews.

The order of the ensuing hypotheses follows the fundamental phases of the acquisition
process: preparation, execution and follow-up work. Furthermore, they take into ac-
count the role-specific perspectives of the acquiring party and the transferring party.

This is always based upon the possible solutions in the principal-agent theory.

366 Cf. Kromrey (2006), p. 48 ff.
367 Cf. ibid, p. 38.
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Hypotheses of the preparatory phase
Acquiring party

For the preparatory phase, it is possible to state with regard to the acquiring party that all
the potential solutions proposed in the principal-agent theory (PAT)368 can be applied
before the contract is concluded. Furthermore, process-supporting measures in the pre-

paratory phase can make the acquisition easier.369 The result is the following hypotheses:

Hypothesis

; Formulation
(sequential no.)

| The signalling solution proposed in the PAT has a positive impact on the actual comple-
H, tion of the acquisition with regard to the acquiring party during the acquisition process
in the preparatory phase.

The screening solution proposed in the PAT has a positive impact on the actual comple-
H, tion of the acquisition with regard to the acquiring party during the acquisition process

in the preparatory phase.

The self-selection solution proposed in the PAT has a positive impact on the actual

Hy completion of the acquisition with regard to the acquiring party during the acquisition
process in the preparatory phase.

Process-supporting measures have a positive impact on the actual completion of the
H, acquisition with regard to the acquiring party during the acquisition process in the pre-
paratory phase.

Figure 53: Hypotheses Block 1

Source: Author's chart.
Transferring party

For the transferring party, the following hypotheses —which also reference the signalling
and self-selection solutions — can be formulated during the first phase of the acquisition

process.

368 Possibilities for the specific design of the potential solutions proposed in the PAT - signalling, screening, self-se-
lection, control system, reputation and monitoring — are based on qualitative research (cf. chapter 4 of this disser-
tation).

369 Process-supporting measures appear to be fundamentally important for the acquisition process. They are basi-
cally taken into account during each phase of the acquisition process. They only appear to be ineffective for the
transferring party during the follow-up phase.
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Hypothesis
(sequential no.}

Hsg

Formulation

| The signalling solution proposed in the PAT has a positive impact on the actual com-
pletion of the transfer with regard to the transferring party during the transfer process
| in the preparatory phase.

Hs

| The self-selection solution proposed in the PAT has a positive impact on the actual
completion of the transfer with regard to the transferring party during the transfer
process in the preparatory phase.

H;

| Process-supporting measures have a positive impact on the actual completion of the
transfer with regard to the transferring party during the transfer process in the pre-
| paratory phase.

Figure 54: Hypotheses Block 2

Source: Author's chart.

Hypotheses in the execution phase

Acquiring party

For the execution phase, two main solutions with regard to the acquiring party can be

found on the basis of the principal-agent theory (PAT). These two solutions form the

foundation of the formulated hypotheses:

Hypothesis
(sequential no.)

Hq

Hy

Formulation

The monitoring solution proposed in the PAT has a positive impact on the actual

completion of the acquisition with regard to the acquiring party during the acquisition
| process in the execution phase.

The reputation solution proposed in the PAT has a positive impact on the actual

completion of the acquisition with regard to the acquiring party during the acquisition

process in the execution phase,

HlD

Process-supporting measures have a positive impact on the actual completion of the
acquisition with regard to the acquiring party during the acquisition process in the exe-
cution phase.

Figure 55: Hypotheses Block 3

Source: Author's chart.
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Transferring party

The principal-agent theory proposes solutions that can serve as guidance in the formula-
tion of hypotheses for the transferring party during the execution phase due to the find-

ings in the research on this project:

Hypothesis

: Formulation
(sequential no.)

The bonding solution proposed in the PAT has a positive impact on the actual com-
Hyy pletion of the transfer with regard to the transferring party during the transfer process
in the execution phase.

The monitoring solution proposed in the PAT has a positive impact on the actual com-
Hy, pletion of the acquisition with regard to the transferring party during the transfer pro-
cess in the execution phase.

Process-supporting measures have a positive impact on the actual completion of the
Hys transfer with regard to the transferring party during the transfer process in the exe-
cution phase.

Figure 56: Hypotheses Block 4

Source: Author's chart.

Hypotheses in the follow-up phase
Acquiring party

For the acquiring party in the follow-up phase, one solution in the principal-agent theory
is apparently dominant and therefore serves as the foundation for the formulation of the

hypotheses:
Hypothe‘sis Formulation
(sequential no.)

The reputation solution proposed in the PAT has a positive impact on the actual com-
Hig pletion of the acquisition with regard to the acquiring party during the acquisition pro-

cess in the follow-up phase.

Process-supporting measures have a positive impact on the actual completion of the
His acquisition with regard to the acquiring party during the acquisition process in the

| follow-up phase.

Figure 57: Hypotheses Block 5

Source: Author's chart.
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Transferring party

One possible solution based on the principal-agent theory is promising for both the ac-
quiring party and the transferring party in the follow-up phase:

i Hypa.thesls
| (sequential no.)

Farmulation

The control system solution proposed in the PAT has a positive impact on the actual
Hie completion of the transfer with regard to the transferring party during the transfer
process in the follow-up phase.

Figure 58: Hypotheses Block 6

Source: Author's chart.
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6 Discussion

This chapter methodologically discusses the findings in this study that were obtained
from the various steps in the research. The research question is focused on the develop-
ment of solution mechanisms in terms of the principal-agent theory as part of the phases
in company succession with the background of role-specific asymmetry in information.
In the following section, the findings from the individual research steps will be shown
with regard to their scientific contribution. The data was obtained from a focus group,
expert interviews and expert talks on the basis of the qualitative research approach. This

data will be subject to critical reflection in the following section.

6.1 Discussion of findings from the literature
analysis

Pertinent literature and relevant research work was analysed to create a context for the
research question and as a basis for the empirical research. It was possible to limit the
available succession models in the literature to six relevant models and examine them

with regard to their suitability for answering the research question.

Consideration of the succession models by Kary/Dittmers, Viehl and the Witten phase
model showed that they are relevant for the research question and especially in relation
to the transferability of the findings since these models have a clear procedural character
for company succession. Consequently, a three-stage process of succession served as
guidance for the design of the qualitative collection. The analysis of the collected data,
with a high priority on the specific design of the collection instruments, is based on these
phases: preparation, execution and follow-up work. However, the three models do not
show any particular connection to specific characteristics of a role constellation between
the transferring party and the acquiring party with regard to the characteristics described
in the principal-agent theory. The succession models are therefore not suitable for show-
ing the asymmetries in information. This also applies to the Wiesbaden model, the 5-year
model and the 7-year model. The models also contain no indications of how to handle
risks arising in the succession process with the assumed principal-agent relationship of
transferring party and acquiring party. Instead, they provide insight into relevant subjects
that characterise the succession process. This is important for understanding one portion

of the research topic, which involves the fundamental characteristics of succession. So



148 6 Discussion

the models in the research process form a share of the necessary background infor-

mation.

The St. Gallen succession model by Halter/Schroder is considered to be authoritative for
the study. This model combines the phase model with an analysis of the levels, as well as
the topic of self-image for family companies within the succession process and therefore
provides two different ways of looking at company succession. The model supplies the
framework for this study’s research design. In particular, the interpersonal level associ-
ated with the family company, i. e. the various relationship constellations — primarily
those between the transferring party and the acquiring party — makes the research topic
more transparent for future empirical research and should be considered an important
theoretical result. This result leads to the collection of data on mainly these two protago-
nists in the company succession process and on the interpersonal level, which justifies
the qualitative research approach in addition to the previously “narrow” appraisal of the
research field. The context-based reality of the company succession phenomenon will be
explored so that it is possible to work with it in a way that generates hypotheses and pro-

vides the space for follow-up research.

Consequently, the methodological design of the focus group and the expert interviews or
expert talks is oriented upon the three phases of company succession on the one hand;
on the other hand, it is oriented upon the various role perspectives of the transferring

party and acquiring party.

Building on the succession model by Halter/Schroder, this dissertation applies the prin-
cipal-agent theory. Liiders identifies the fundamentally different stages in the relationship
between the principal and agent in the phases before the conclusion of a contract, during
a contractual period and after the end of a contract.37° Placing the roles of the transferring
party and acquiring party in the succession process in relation to each other as phase-
dependent and changing principal-agent relationships can therefore be seen as a major

finding in the analysis of the literature.

The following sections of this dissertation should be referred to for a detailed discussion

of these research results:

70 Cf. Liiders (2008), p. 34.
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= The identified succession models are considered in greater detail and examined criti-
cally in section 3.1.

= Insection 3.2, the principal-agent theory is the subject of intensive analysis.

6.2 Discussion of findings from the focus group

The previously presented, theory-derived findings initially justify the sampling of the fo-
cus group in that the selected test persons in the focus group are each at different phases
in the company succession process. This situation offers the opportunity for making var-

ious aspects of the principal-agent relationship tangible by means of empirical findings.

The findings in the focus group emphasise the particular importance of four main cate-
gories for company succession: entrepreneurial personality, attitude — willingness — ac-
tion, strategic aspects and financing-relevant aspects. These categories are found in rela-
tion to the phases of succession, yet their relevance differs in the individual phases. Fur-
thermore, the theoretical relationship to the four levels of analysis in the model by
Halter/Schréder and other research work can be seen here. In this regard, the data col-
lected in the focus group confirms the content of the St. Gallen succession model. An-
other finding is that the evaluation of entrepreneurial personality and attitude — willing-
ness — action as personal categories is just as important in the focus group as more eco-
nomic aspects such as finances and strategy. The general role of entrepreneurial
personality for company succession is also confirmed by the research on entrepreneurial
personality and entrepreneurship elsewhere. The focus of this dissertation is on the pos-
sible characteristics and typologies.”* Other research institutions are attempting to ex-

amine the forms of conduct typical for the profiles of entrepreneurs.

In addition, the succession phase concept adopted from the theoretical findings also
proved to be the fundamental orientation model for the focus group and was confirmed

by its participants.

Each category includes a number of elements/issues in turn. However, the results from

37t For example, Chell et al. (1991; 2000) identify four different types of entrepreneurs in their research: the opportun-
istic entrepreneur, the caretaker, the quasi-entrepreneur and the administrator. Cf. Chell, E. (2000): “Towards re-
searching the ‘opportunistic entrepreneur’: A social constructionist approach and research agenda.” European Jour-
nal of Work and Organizational Psychology, p. 9, 63 ff. Miner (1997; 2000) also depicts an entrepreneurial personality
model with four distinct types. He differs between the personal achiever, the real manager type, the empathetic
supersales person type and the expert idea generator type. Cf. Miner, J. B. (2000), “Testing a Psychological Typol-
ogy of Entrepreneurship Using Business Founders.” The Journal of Applied Behavioral Science, 36, 43 ff.
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the focus group do not completely clarify the precise point at which the dynamism of the
principal-agent relationship concretely takes effect in the succession process. This is why
the elements/issues developed from the results of the focus group are correlated with the
principal-agent theory. This occurs in the form of topic areas where aspects such as the
problems of hidden information could be seen. As a result, the elements/issues serve as

the starting point for future data collection.

With regard to the general assessment of focus group results, some scientific statements

have been made. Here is a brief reference to some of this work:

= Mayerhofer states that the relaxed atmosphere in a focus group and the related hon-
esty of the participants also comes with the risk of moderator influence and the sub-
jective interpretation of the results.372

= Inhercritical reflection on the focus group, Misoch refers to the impact that the group
composition has on the potential results. She states that if the group constellation is
not homogeneous, there is a risk that there will be no disclosure of non-group-con-
forming conduct or opinions particularly in regard to stigmatised issues with this
method. Consequently, the suitability of the method must be questioned with regard
to the topic.373

6.3 Discussion of findings from the expert interviews

The findings in the focus group led directly to the methodological design of the applied
interview guidelines. The interim results of the focus group also justify the second re-
search step within this context — continuing along the lines of the qualitative research
approach. On the one hand, this means a confirmation that the ongoing study will sys-
tematically be oriented upon the phase model; on the other hand, it shows that the role
constellation should continue to be explicated and that the principal-agent theory is di-
rectly “workable” as a basis of company succession by using the elements/issues actively

introduced by the researcher.

The results of the expert interviews show how the existing asymmetries in information

and their forms such as hidden characteristics are reflected in different ways depending

372 Cf. Mayerhofer (2009), p. 485 ff.
373 Cf. Misoch (2015), p. 148.
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on the phase. Nevertheless, the interview partners attribute greatly differing levels of im-
portance to the issues: not everything should be considered equally important and there-

fore a risk for the company succession.

An equally clear result is that the transferring party and the acquiring party each evaluate
the issues differently, depending on the phase that they are currently in. Like the focus
group, the expert interviews confirm the importance of the definable phases found in the
theory. By the same token, the interview results also clearly show the dynamic role con-
stellation in the background of a company succession. This can be interpreted as a prin-
cipal-agent relationship that changes over the course of the company succession process.
It develops independently of the specific participants and has an impact on the commu-

nication processes.

Consequently, the starting points become fundamentally identifiable in the design of the
recommended actions: They primarily consist of supporting communication between
the participants, particularly in the guidance of topic diversity. This is demonstrated in

the Halter/Schroder model on the level of the family company.

A general critical appraisal of results that are generated by expert interviews can be found,

in sources such as the following research:

Liebold and Trinczek initially emphasise the privileged view of the problem and the pos-
sibility of developing complex fields of research with the inclusion of conceptual prelim-
inary considerations. However, the potential results of the methodology depend on
many different factors. They see the problem areas as a balancing act between structuring
and openness, subjective interpretation of the results and the high requirements of com-

petence that interviewer must fulfil.7+

6.4 Discussion of findings from the expert talks

In terms of validation, the interview results are discussed anew in the form of a second
round of expert interviews. These discussions examine the issues in terms of the different
alternatives for action that exist in each phase from the perspective of both roles. This

step results in specific recommendations for action that could reduce the existing imbal-

74 Cf. Liebold und Trinczek (2009), p. 53 f.
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ance from the impact of the principal-agent relationship. A central aspect of this is con-
sciously designing the necessary communication processes between the participants and

therefore the attempt to change the specific actions of the transferring party and the ac-

quiring party.

In summary, it has been determined that the succession model by Halter/Schroder serv-
ing as the guide for this study can explain the results of the first interview round. How-
ever, it does not reflect the issues discovered in the second set of expert interviews. Within
this context, it appears that the principal-agent theory is better suited as a framework that
can make these aspects more transparent and explainable by supplying the appropriate

terms.

The methodology of the expert interview also applies within the context of the principal-
agent theory in the following studies:

= Zissler understands the transfer of technology in contractual research projects as a
principal-agent relationship and uses expert interviews to derive recommended ac-
tions for the participants. For this purpose, he includes the significant factors of the
principal-agent theory in the design of the guidelines so that they can be addressed
during the course of the interview. He bases the selection of the methodology on the
complexity of the research topic and the opportunity to link the practical importance
of the data collection to the fundamental theoretical understanding of the principal-
agent theory.7s

= Seiter draws on the principal-agent theory as an explanatory approach for opportun-
istic conduct as a result of asymmetries in information within the value-added chain.
She therefore uses the semi-structured expert interview within this context to limit
the instruments identified in the literature for avoiding opportunistic conduct to the

five that are most relevant for further quantitative research.376

6.5 Discussion of the derived hypotheses

Hypotheses for the further structuring of the research topic are gained from the results of

the data collections and the theory construction within this study. The hypotheses ini-

375 Cf. Zissler (20m), p. 114 ff.
376 Cf. Seiter (2006), p. 110 ff.
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tially implicate a confirmation of the phase approach and aim for a more precise exami-
nation of the correlations in the role constellation and the impact that the result-based,
recommended solutions for reducing the negative effects of the principal-agent relation-

ship will have on the success of company succession.

The theoretical linking of the succession model with the principal-agent theory and the
juxtaposing of the empirically obtained results in this study suggest that future research
should examine the extent to which the principal-agent relationship can be influenced as
an effective, systematic background condition that may not be identified by the actors, or
whether this is ultimately unimportant. Moreover, these hypotheses could be explained
within the scope of future research on company succession. If the number of included
cases is expanded and the significance of influential factors is examined, the hypotheses
could be tested in the corresponding quantitative sense. For more information on this,

see the recommended methods in chapter 7.
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7 Conclusion

The objective of this dissertation was to propose concrete actions for the company suc-
cession process and generate qualitative research hypotheses. The concrete aim was to

achieve the following objectives derived from the research question posed in section 2.1:

= Oq:Identification of the issues and resulting risks

= O, Determination of the solutions and specific recommendations

It was possible to identify the issues and resulting risks by using a qualitative research
approach.”7 Based on this approach, potential solutions and specific design recom-

mendations for the succession process were developed.378

The project was generally implemented in a methodological-qualitative manner. Based
on an extensive analysis of the literature and a focus group, a series of interviews was
conducted. The collected data was evaluated by using the content analysis according to
Mayring. The outcome of these results was a model that developed from the St. Gallen

succession model and also considers the principles of the principal-agent theory.

The results of the project can be summarised and depicted in the following graphic:

377 Cf. section 4.4 to 4.8.
378 Cf. section 4.1.
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Figure 59: Company succession model at a SME

Source: Author's chart.

The model outlined in figure 59 is generally oriented upon the three fundamental phases

of the St. Gallen succession model according to Halter/Schréder (preparation, execution
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and follow-up work). In addition, the principal-agent theory serves as an organising ele-
ment when considering the different perspectives of the acquiring party and the transfer-
ring party. The recommended actions from corporate practice were specifically catego-
rised with the theoretical solutions (signalling, screening, self-selection, reputation, con-
trol system and monitoring) proposed by the principal-agent theory. This ensures that
the recommended actions are both concrete and practically relevant, as well as also hav-
ing a theoretical foundation. Furthermore, recommended actions were identified in the
qualitative research that cannot be assigned to the possible solutions of the principal-
agent theory. Consequently, these are called process-supporting measures. Such process-
supporting measures can be initiated by both the acquiring party and the transferring

party, and are generally intended to support successful progress in the transfer process.

In terms of content, the following statement can be made about the general overview of
the model: A successful transfer process is essentially defined in the preparatory phase.
Many recommended actions can be assigned to this phase from the perspective of both
the acquiring party and the transferring one. The execution phase is defined by recom-
mended actions that are based on the preparatory phase and its reccommended actions.

There are relatively few recommended actions in the follow-up phase.

It was possible to formulate the recommended actions that developed within the course
of the project into hypotheses with the background of the St. Gallen succession model
and the fundamental functionality of the principal-agent theory. In this respect, the pro-
ject succeeded in achieving its goal of generating hypotheses and allowing room for fu-
ture research as a result. In particular, this room for future research can be useful for ad-

dressing possible flaws in the project. The following methodological flaws are listed here:

= Insufficient opportunity to consider quality criteria in quantitative research: The pro-
ject intensely considers the entrepreneurial world by working with qualitative ap-
proaches. In terms of a three-layered procedure (focus group and two interview se-
ries), it was possible to generate valuable results. This was sometimes at the expense
of possible quantitative research approaches and their quality criteria of validity, reli-
ability and objectivity.79

= No opportunity to demonstrate or check the causal measurement models: The causal

check of the correlations assumed in the project cannot be treated here. In this re-

379 Cf. section 4.2 of this dissertation.
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spect, no statements can be made about which of the solutions or specific recom-
mended actions has a significantly greater impact on the succession process than the

others under certain circumstances.

In addition to the above-mentioned methodological flaws, the dissertation’s consistent
theoretical focus on the St. Gallen succession model and the principal-agent theory

gives rise to content deficiencies that could also become the topic of future research:

= It was possible to develop a number of individual recommended actions that can ad-
dress specific issues in the practice and could be assigned to the issues in the principal-
agent theory in most cases. The principal-agent theory represents a fundamental the-
ory that can be applied to many management areas. In the further course of research,
issues and recommended actions can be drawn from this theory and used in another
theoretical context that could be more specific.

= Interms of its content, the project considers the succession process as family succes-
sion and management succession. This leads to findings that are fundamentally suited
for addressing both perspectives. Within this context, room for future research can
be found in systematically studying one of these two categories. With regard to the
two succession options and their forms, this would allow for the sharpening and
more detailed examination of the findings in this dissertation, as well as making them

more specific on the whole.

In terms of the methodology, room for future research could take the following form:
The model proposed in this project could be transferred into a causal model. The causal
model could be produced from an internal structural model consisting of the prepara-
tion, execution and follow-up work constructs. The application of both formative and
reflective measurement models would be conceivable. In terms of quantitative confir-
mation, such a model could be tested with a PLS (Partial Least Squares) or LISREL (Lin-
ear Structural Relationships) approach.3¢ When demonstrating the structural model or
the measurement model, the above-mentioned content focus could also be used. For
example, a role-specific focus (transferring party or acquiring party) could be meaning-
ful or the succession process of a certain type of company (e. g. family company) could
be the focus of a study. The proposed hypotheses in this dissertation could basically be
used for developing such a causal model and setting the content focal points. These are
derived from corporate practice on the one hand and have a theoretical basis of possible

solutions in the principal-agent theory on the other hand.

380 See Chin/Newsted (1999), p. 314, for an introduction to the PLS and LISREL approach.
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Despite the described limits on its methodology and content, this dissertation can pro-

vide valuable information for the actual practice:

= The qualitative approach includes specific recommended actions “from the actual
practice for the actual practice.” It was possible to assign these recommended actions
in each case to the acquiring party or the transferring party, as well as further focusing
them with the findings in literature. Consequently, the dissertation makes a contribu-
tion to addressing acquisition processes from the role-specific perspective in a prom-
ising manner.3$

= By using the St. Gallen succession model and the principal-agent theory, it is possible
to depict the succession process as a model in all of its complexity. The results estab-
lish a comprehensive approach to succession from the viewpoint of both the trans-

ferring party and the acquiring party.

From a scientific standpoint, the dissertation makes a further contribution to the re-
search on company succession. In particular, the openness of the qualitative approach
allows for a comprehensive perspective of the topic and therefore appears to be suited
in the sense of transferability and making the empirical findings applicable to the actual

practice.

381 Also see section 1.3 with the issues described from the viewpoint of the transferring party and the acquiring party.
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Appendix 1: Letter of invitation focus group

Wit freundiicher Unterstitzung
des CFB-HSG der
Dscmr
Steinbeis Center of M
and Technology

-
’i Universitit St Gallen

Ive Odak | Am Seagatter 18 | 7452 Aftusriad

Name des L
Herr Ansprechpartner
Stralle, Hausnummer
PLZ Stadt

Allusried, den 04,10.2012

Teilnahmebestéitigung zur Fokusgruppe am 04.12.2012

Sehr geehrter Teilnehmer der Fokusgruppe,
vielen Dank fir das freundliche Telefonat.

Wie bereits geschildert schreibe ich seit drei Jahren berufsbegleitend an meiner Dissertation. Das
Thema meiner Arbeit lautet:

Unternehmensnachfolge in KMU aus Persp
Phasen - Erfolg - kel

Die Arbeit setzt auf dem St. Galler Nachfolge Modell auf und ergénzt das Modell um den
finanzwirtschaftlichen Part. In der quantitativ konfirmatorischen Erfolgsfaktorenforschung habe ich ein
Strukturmodell entwickelt, indem ich manifeste und latente Indikatorvariablen im Prozess einer

greichen L ge besetzt habe. Im nachsten Schritt folgt eine Fokusgruppe, in
der mein St unter i 1 Gesichtsy aus der beruflichen Praxis heraus,
verifiziert wird. Nach dieser Fokusgruppe wire ich in der Lage meine explorativen Hypothesen
abzuleiten.

Fur die Fokusgruppe habe ich folgenden Personenkreis identifiziert:

1. EinU . der den folgep bereits abg hat

2. Ein Untermehmer, der vor einigen Jahren ain Untermehmen im MBO — Prozess aus der
Insolvenz Ubemommen hat

3. Eine Person, die unmitielbar vor der Unternehmensnachfolge steht

4. Ein-/e Banker-fin aus Kreisen der Sparkasse

5. Ein Banker aus Kreisen der Volks- und Raiffeisenbanken

]

7

Ein Forscher aus dem Bereich Ur ige von der L St. Gallen
Meine Person als Moderator

Machdem die Sparkassen die starksten Mittelstands- und Nachfolgefinanzierer in Deutschland sind
und die Kreissparkasse ,Name des Landkreises” zu den grofien Sparkassen in Deutschland zahit,
gind Sie genau der richtige Teilnehmer fur diese Fokusgruppe. Mit Abstand folgen die Volks- und
Raiffeisenbanken im Bereich der KMU Finanzierer. Die Privatbanken hinken in der KMU Finanzierung
und insbesondere in der Nachfolgefinanzierung von KMU so sehr hintarher, sodal eine Teilnahme der

F als nicht rel erscheint.

Ziel der F gruppe ist es, die ur hiedlichsten B h s und deren Gewich in
den i F i (z.B. in den Hard- und Scoftfacts) der Teilnehmer zu identifizieren.
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Mit freundlicher Untersiitung
des CFB-HSG der
Dsemr

Center of M
and Technology

’i Universitie St Gallen

Mehr mochte ich nicht , da die Teilnet keine Vorbereitung fur diese Fokusgruppe
vormehmen sollten, sondern aus lhrer beruflichen Praxis berichten sollen.

Die Fokusgruppe dauert im gesamten ca. drei bis vier Stunden und wird in der Nahe des Stuttgarter
Flughafens, am Institut des Steinbeis Center of Management and Technology” stattfinden.

Oort: SCMT, Gottlieb-Manz-Sir. 10 in 70794 Filderstadt
Termin: Dienstag, den 04,12.2012
Beginn: 10:30 Uhr

Die Teilnahme der Sparkasse ware fir die wissenschaftliche Arbeit von sehr hoher Bedeutung. Um
den wi hafilichen Kriterien der saub: Forschung zu entsprechen, ware eine Ubemahme von
Kosten nicht moéglich. Sie wirden einen Beitrag im Dienste der Wissenschaft leisten. DIE im Anschlull
folgenden Experteninterviews und deren Ergebnisse wirde ich [hnen selbsh zur
stellen

gungy

In it und vorfreude Ihrer Teilnah roleibe ich

mit freundlichen Griken

Ivo Odak

Kontakidaten: Ivo Odak | Am Seegaiter 18 | B7452 Altlusried | Email: mail@ive-odak. de

2
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Appendix 2: Guideline focus group

Fokusgruppe
1 Einfiihrung in Forschungsliicke

2 Theoretischer Hintergrund

3 Leitfragen

Ivo Odak
Stuttgart, 04.12.2012

1. Forschungsliicke

ORB  Offentlich-rechtliche Banken

/ GB Genossenschaftsbanken
v PB Privatbanken
\ PE Private Equity
FO Family Office
VC Venture Capital
£ : Mittelherkunft
[i7]
gl - :
2 rfolgsfaktoren
G §
m 2
Z2 3 ¢ g
e,lr)ﬁ"’d“ .
KMU GroBuntemehmen
UnternehmensgrdBe

Eigene Darstellung
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2. Theorien

Das iiberarbeitete St. Galler Nachfolge Modell im Uberblick

Quelle: Halter/Schroder [2010]

2. Theorien

Die Ableitung des St. Galler Management Modells
in das St. Galler Nachfolge Modell

Quelle: Fray/Halter/Zellweger [2006]
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2. Theorien

Der Prozess des St. Galler Nachfolge Modell

il Strategisch

2l weiche stratogische Posits
wird das Untemel i
Zubun i sdniahmen’

Operativ =
Wan wird win Gbergetian?

* Phase ITI: Nachbereitung
Quelle: Frey/Halter/Zellweger [2006]

3. Leitfragen

2.1 Was sind die wesentlichen Kriterien in der vorbereitenden Phase?
2.2 Was sind die wesentlichen Kriterien fiir die durchfiihrende Phase?

2.3 Was sind die wesentlichen Kriterien fiir die nachbereitende Phase?
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Appendix 3: Letter of invitation expert interviews

Mendel
University
in Brno _ @
L
Ivo Odalk | Am Seegatier 18 | 87452 Altussied
Unternehmen
Herr Ansprechpartner
Stralie, Hausnummer
PLZ Stadt
Altusried, den 01.06.2015
Fi hungsprojekt: A dungsmaéglichkeiten der Principal-Agent-Theory im Rahmen der

Unternehmensnachfolge bei KMU | Einladung zum Interview

Sehr geehrter Herr XYZ,

herzlichen Dank fur das sehr konstruktive Telefonat Es freut mich sehr, dass Sie mein
Forschungsverhaben mit Ihrer Expertise bereichern.

Wie telefonisch besprochen untersuche ich in meiner Arbeit auf Basis der Principal-Agent-Theory
Problemkreise und Handl pfehlungen im Rahmen der Unternehmensnachfolge bei KMU.

Im bisherigen Untersuchungsgang entstand auf Basis gangiger Theorien und insbesondere durch eine
Fokusgruppe ein Modell. Dieses Modell lege ich Ihnen geme zum kritischen Diskurs vor; im Kern des
Interviews wird es darum gehen, ob sogenannte Problemkreise innerhalb des Nachfolgeprozesses
aus lhrer Sicht tatsachlich F ise darstellen bzw. welche Gefahren daraus i kéinnen

und welche H; pfehiungen emy 1swert sein konnen,

leh freue mich auf das persénliche Gesprach mit Ihnen am Donnerstag, den 11.06.2015 in Ihren
Raumlichkeiten.

Mit freundlichen Graten

Ihr

Ivo Odak

Kontakidaten: Ivo Odak | Am Seegatter 18 | 87452 Altusried | Email: mail@ivo-cdak.de
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Appendix 4: Guideline expert interviews

Dissertationsprojekt

Titel:
dungsmiglichkeiten der Principal-Agent-Theory im Rahmen der Unternehmensnachfolge bei KMU
Problemkreise und Handlungsempfehlungen aus rollenspezifischer Perspektive
Bisheriger Gang der Untersuchung:
* Principal-Agent-Theory als theoretisches Fundament
« Schaffung rollenperspektivischer Klarheit und spezifischer Handlungsempfehlungen durch
Beriicksichtigung von Ubergeber und Ubernehmer
* Forschungsmethodisches Vorgehen — qualitativ und hypothesengenerierend
Transferpotential:
= Konkrete Handlungsempfehlungen fiir die Hauptakteure auf Basis der Principal-Agent-Theory
Forschungsfrage:
Welche Problemkreise und daraus resultierende Gefahren sowie Losungsmechanismen im Prozess der
Unternehmensnachfolge existieren unter Berucksichtigung der Informationsasymmetrie im Rahmen der
Principal-Agent-Theory?
Zielsetzung:
z Identifikation der Problemkreise und resultierender Gefahren

Z, Ableitung von Lésungsansétzen und konkreter Gestaltungsempfehlungen

Ort, Datum, Uhrzeit des Interviews: Oort, den
Beginn: Uhr | Ende: Uhr

Name des Interviewten:
Aushildung/Akademischer Grad:

Funktion des Interviewten im Unternehmen:
Unternehmen des Interviewten:
Unternehmensgrofie (Umsatz/Mitarbeiterzahl):

Rolle des Interviewten:
{Ubernehmer vor Ubergabe/Ubernehmer nach Ubergabe/Ubergeber nach Ubergabe)

Ubernahme der Leitung/Ubernahme des mehrheitlichen Eigentums:
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Sehr geehrter Proband,
herzlichen Dank fir Ihre Unterstiitzung bei meinem Forschungsprojekt mit dem Titel:
A d dglichkei der Principal-Agent-Theory im Rah der Unter hfolge bei KMU

Gegenstand meines Forschungsvorhabens ist es, Problemkreise sowie daraus resultierende Gefahren und
magliche Losungsansatze in der Unternehmensnachfolge zu untersuchen.

In vorherigen Forschungsmeilensteinen wurde ein erstes Phasenmodell der Unternehmensnachfolge
erarbeitet. Es gilt nun auf Basis dieses Phasenmodells praxisnahe Lésungsansdtze zu entwickeln.
Hierzu ist Ihre Expertise notwendig (Reminder; Rolle des Interviewees).

Hinweis fiir Interviewer: Modell / Phasen vorstellen.

Ich stelle Ihnen das Modell bzw. einzelne Blécke nun im Detail vor. Ich bitte Sie, eine kurze Aussage dariiber
zu treffen, ob es sich um relevante Problemkreise handelt.

AuRerdem bitte ich Sie, zu folgender Frage Stellung zu nehmen:

Wo sehen Sie konkrete Gefahren und Losungsansatze in den einzelnen Problemkreisen?

Phase 1: Phase 2: Phase 3:
Vorbereitung Durchfiihrung Nachbereitung
Unternshmarpersdnlichkeit Unterned
. * Begeisterungsiahghen v Glauberdghol schalfen
* Seltwivefisktion [Wiry-Peopie af da R sesatmen) {Bai Imvwstoven, Banken, Marbatem,

Eischitung der Sustion)
= Fikdertyout (Enrichian au ki seftit)
= Unéemehmensche Prageng

thghies schaen (Bel Imvestiven, Barken,
Kurgen, Laferanten)

Hadtung - Bereitschaft ~ Handung

[Lesersentsctesdung in ciner Multopoonsmek)
+ Einbesicten, e betroflenen Undebdes.
‘Strategische Aspokte

+ Tragfai Aspekts
* Dffen fiir exieme Unterstitzung dunch Berater: Uraersiiitzung durch Beraner
(Process, Fnanserung, Recht, Stower] (Prozess, Pnannerung, Recht, Sevemn)
+ Defirierter (nerpasguretpian

Finanzierungsrelavants
Finanzienungsrelevante Aspekte + Adipsaees Finastontrofing (HA wchen Irstrumenten
= Violstbndger Mnanseller Business e will ich meine Firma fiheen)

Kennuatien -

Verpangeher ZokunEagReR oot Zarven {
Rentabitaskenniahien)
Ertragukra® des Urbemeheens.

= Fnanzatsparens (Hachfoiger Brokck i 0% Zanien]
» Newtraie Untemetmensoewertung
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Appendix 5: Letter of invitation expert interviews Il

Mendel
University
in Brno.
L
r B4
Unternehmen
Herr Ansprechpartner
Strake, Hausnummer
PLZ Stadt
Altusried, den 26.01.2016
Fi hungsprojekt: A dungsmaéglichkeiten der Principal-Agent-Theory im Rahmen der
Unternehmensnachfolge bei KMU | Einladung zum Exp i view

Sehr geehrter Herr XYZ,

herzlichen Dank fur das sehr konstruktive Telefonat. Es freut mich sehr, dass Sie mein
Forschungsvorhaben mit Ihrer Expertise bereichem.

Wie telefonisch besprochen untersuche ich in meiner Arbeit auf Basis der Principal-Agent-Theory
Problemkreise und Hand| pfehlungen im Rahmen der Unternehmensnachfolge bei KMU.

Es liegen nun Untersuchungsergebnisse, die anhand einer Fokusgruppe und weiterer Interviews
generiert wurden, vor. auf diesen Ergebni: méchte ich nun mit lhnen Ober konkrete

Handlungsalternativen sprechen, welche sowohl aus Sicht des Uber bzw. des Ub Zu

einem erfolgreichen Nachfolgeprozess beitragen kéinnen.

Ich freue mich auf das personliche Gesprach mit lhnen am Dienstag, den 02.02.2016 in lhren
Raumlichkeiten,

Mit freundlichen Griken

Ihr

Ivo Odak

Kontakidaten: Ivo Odak | Am Seegetter 18 | 87452 Altusried | Emall: mail@ivo-odak.de
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Appendix 6: Guideline expert interviews

Dissertationsprojekt
Titel:
A di dglichkeiten der Principal-Agent-Theory im Rah der Ui h hfolge bei KMU

Pmbfemkre:se und Handlungsempfehlungen aus rollenspezifischer Perspektive

Bisheriger Gang der Untersuchung:

= Principal-Agent-Theory als theoretisches Fundament

* Schaffung rollenperspektivischer Klarheit und spezifischer Handlungsempfehlungen durch
Beriicksichtigung von Ubergeber und Ubernehmer

* Forschungsmethodisches Vorgehen — qualitativ und hypothesengenerierend

Transferpotential:

* Konkrete Handlungsempfehlungen fiir die Hauptakteure auf Basis der Principal-Agent-Theory

Forschungsfrage:

Welche Problemkreise und daraus resultierende Gefahren sowie Lésungsmechanismen im Prozess der

Unternehmensnachfolge existieren unter Beriicksichtigung der Informationsasymmetrie im Rahmen der

Principal-Agent-Theory?

Zielsetzung:

iz Identifikation der Problemkreise und resultierender Gefahren
Z; Ableitung von Losungsansatzen und konkreter Gestaltungsemplehiungen
Ort, Datum, Uhrzeit des Interviews: Ort, den

Beginn: Uhr | Ende: Uhr
Name des Experten:
Ausbildung/Akademischer Grad:
Expertenfunktion des Interviewten im Unternehmen/Forschungseinrichtung:
Unternehmen/Forschungseinrichtung des Interviewten:

Welche Erfahrung besitzen Sie mit Unternehmensnachfolgen:
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Sehr geehrte/r Experte/in,

herzlichen Dank fir Inre Unterstiitzung bei meinem Forschungsprojekt mit dem Titel:

Anwendungsmaglichkeiten der Principal-Agent-Theory im Ral der Unternet hfolge bei KMU
Problemkreise und Handll fehl aus rollenspezifischer Perspektive

Gegenstand meines Forschungsvorhabens ist es Problemkreise, sowie daraus resultierende Gefahren und mégliche

Last atze in der Unts } 1snachfolge zu untersuchen.

In vorherigen Forsck il wurde anhand einer Fokusgruppe ein erstes Phasenmodell der

Unternet hfolg rbeitet. (Siehe Folie 4.) Auf Basis dieses Phasenmud!lls wurden durch Interviews praxisnahe
Problemb und Lt itze entwickelt. Aufb d auf diesen Ergebnissen machte ich nun mit Ihnen Gber

konkrete Handlungsalternativen sprechen, welche aus Sicht des Ubernehmers baw, Ubergebers zu einem erfolgreichen
Nachfolgeprozess beitragen konnen. Hierzu ist lhre Expertise notwendig.

Ich stelle Ihnen das Modell bzw. einzelne Blacke nun im Detail vor. Ich bitte Sie, eine kurze Aussage daruber zu treffen,
ob es sich um relevante Lésungsansatze handelt.

AuBerdem bitte ich Sie, zu folgender Frage Stellung zu nehmen:
Wo sehen Sie anhand Ihrer bisherigen Erfahrung konkrete Handly

bl

in den einzelnen L& dtzen?

Phase 1: Phase 2: Phase 3:
Vorbereitung Durchfihrung Nachbereitung
Untemehmerpersénlichkeit Untermehmerpersbalichkeit Untemehmerpersbalichkelt
+ GRatArTgAER - Begenienngifaghnt < Glautwriraghet snalten
¥y Peeyse aul S Aese minehmen) (B Investeres, Banken, MEarhetem,
) . [ Kunden, Lieferanten)
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Obernehmer

Vor-
bereitung

Losungsansatz
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Obernehmer

Durch-
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Losungsansatz
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Ubernehmer

Nach-
bereitung

Losungsansatz Handlungsempfehlung
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